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FOREWORD 





The purpose of the small business clinic is to bring the facts of the 
Nation’s industrial mobilization program to Main Street. 

On June 14, 1950, the Senate Select Committee on Small Business 
began a series of hearings with the departments of Government in 
order to ascertain, from their experience, their attitudes toward the 
problems of the American small-business man. 

As a result of these hearings, it was decided that a series of open- 
forum-type programs should be held in an effort to acquaint business- 
men with the routine methods of securing necessary information for 
bidding on and securing Government contracts. Foreseeing the 
inevitable passage of a defense production act in some form, it was 
even more evident that it was incumbent upon the Government to 
meet in person with the businessmen who would be called upon to 
support such a program during a period of even partial mobilization. 

The first Government small-business clinic was held at Bridgeport, 
Conn., on July 17, 1950, under the sponsorship of Senator William 
Benton with the cooperation of the Small Business Committee of the 
Senate. Since that original meeting, the general outline of the 
conferences have remained relatively constant with representatives 
of your committee and of the procurement and lending agencies of 
the Government giving brief statements followed by a question and 
answer period. The buying procedures of the Department of Defense 
and of the General Services Administration have proved to be most 
interesting to the small-business men attending these clinics, as are the 
regulatory work of the National Production Authority, the lending 
policies of the Reconstruction Finance Corporation, the informational 
work of the field offices of the Department of Commerce, and the 
aids to small business instituted by the Economic Cooperation 
Administration. 

It would be ungrateful of me as chairman of the committee if I 
did not take advantage of this opportunity to express my most sincere 
appreciation and gratitude for the splendid cooperation of the various 
departments of Government. The departments have extended them- 
selves in supplying key personnel who have most ably assisted in pre- 
senting this vital information to businessmen right in their home 
communities. 

I must also extend my thanks to the chambers of commerce and 
other civic organizations which have displayed such active and ener- 
getic leadership in making the physical arrangements for these meet- 
ings in the different cities. 

It is my opinion that one of the significant contributions which this 
committee has made to the welfare of small business has been its 
sponsorship to date of more than 60 so-called small-business clinics. 
These informational meetings held throughout the country have 
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enabled upward of some 50,000 small independent businessmen, 
mostly manufacturers, to keep abreast of the procurement aspects 
of our national industrial mobilization program. 

In the appendix of this print you will find a list of the small-business 
clinics held to date. 

While it is not practical to reprint the proceedings of each and every 
clinic held, I beheve the following reprint of the proceedings of the 
Tucson, Ariz. meeting and excerpts from the Oklahoma City clinic, 
present a fairly representative picture of the manner in which these 
meetings are conducted. 

JOHN SPARKMAN, Chairman. 

Aprit 16, 1951. 
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GOVERNMENT SMALL BUSINESS CLINIC 


Sponsored by Senator Ernest W. McFarland, of Arizona, a Member of the United 
States Senate Select Committee on Small Business, in Cooperation With the 
Tucson Chamber of Commerce, Santa Rita Hotel, Tucson, Ariz., December 15, 
1950 

AGENDA 


10:00A.M. Call to Order Max Klinger, President, Tucson Chamber of 
Commerce, 
Welcome to Tucson J. O. Niemann, Mayor, City of Tucson 
10:15 A.M. “Purpose and Plans of Small Business Clinic” 


Charles E. Shaver, General Counsel, 
Senate Small Business Committee 
10:30 A.M. “Industrial Mobilization and Purchasing by the Military Establish- 


ment” Commander P. F, Ashler, Chief of the Small Business, 
Office of the Munitions Board. 
11:00A.M. “Federal Supply Requirements, Particularly in the Pacifie South- 
west” H. ©. Maaske, Acting Deputy Regional Director, 
General Services Administration, San Francisco, 
Cali, 


11:30A.M William T. McCormick, Economic Cooperation Administration. 

12: 00 Noon Recess 

l 15 P. M Luncheon Arthur Mann, Chairman Industrial Committee, 
Tucson Chamber of Commerce, Chairman of 
Meeting 


te 


Speaker : 
Hon. Ernest W. McFarland, United States Senate 
Harry BE. Blythe, Chief of Industrial Mobilization Planning, 
Department of Defense. 
L:30 P.M Recess (five minutes). 
°35 P.M Nelson C. Pierce, Special Assistant to Secretary’ of Commerce 
2:00 P.M Walter J. O'Donnell, Chief of Small Business Division, Reconstruc- 
tion Finance Corporation, Government Lending Facilities. 
2:30P.M Lt. Col. Bernice J. Phillips, Central Military Procurement, Infor- 
mation Office, Department of Defense. 


00 P.M. Question period 

Panel of speakers _. Charles E. Shaver, Moderator 
1. Senator Ernest McFarland 8. Lt. Col. B. C. Phillips 
2. Harry E. Blythe 9 Wm, T. MeCormick 
3. Commander P. F. Ashler 10. J. M. Sakrison 
ft, Walter J. O'Donnell 11. Mundey Johnston 
5. H. G. Maaske 12. Arthur Mann 
6. Walter E. Eliesor 13. C. Edgar Goyette 
7. Nelson C. Pierce 14. L. P. Hermes 

Written questions may be submitted to the panel for answer. 
Mr. Charles E. Shaver will head the panel directing the questions 
to the department concerned. This will be your opportunity to 
ask specific questions. Cards will be distributed for your con- 
venience 

Adjour ( 


GOVERNMENT SMALL BUSINESS CLINIC 


Sponsored by Senator Ernest W. McFarland of the United States Senate Select 
Committee on Small Business, in Cooperation With the Tucson Chamber of 
Commerce 


Tucson, Ariz., December 15, 1950. 

The Government Small Business Clinic met at 10 a. m 

The meeting was called to order by Max Klinger, president, Tuc- 
son Chamber of Commerce. 

Mr. Kurncer. Ladies and gentlemen, on behalf of the Tucson 
Chamber of Commerce, it is my pleasure to welcome you all here 
this morning to what we have designated as a small-business clinic. 

It is cratifying to see such a large turnout, and I notice that every 
city in the southwestern part of the State is represented. I am very 
happy to see that. 

It is our hope and desire that we will get some facts and informa- 
tion relating to the procurement of Government business. That is 
why we are here. 

We are fortunate to have with us many representatives of the 
United States Government who are top men and women in their 
particular field, who have all the facts and all the information, and 
when we get through with this clinic I hope you will know all the 
answers and know half as much, anyway, as these experts we are 
privileged to have with us from Washington, from the different 
bureaus and departments of our Capital. 

[ shall first call on our worthy mayor, Brother J. O. Niemann to 
give the offici: al welcome to this group. [Applause.] ; 

Mayor NreMann. Good morning, ladies and gentlemen. It is 
good to see such a large group here. When the plane which was 
scheduled to arrive last night at 8:45 did not arrive until 2 o’clock 
this morning, I was afraid that perhaps we would not have so many 
Washington representatives with us. I am happy that they are 
here, however. 

I am not trying to build you up, but I do think this is a wonderful 
audience and it would be an honor for any city official to welcome such 
an audience. 

This is one of the first of such clinics to be held in the Southwest, 
and we are privileged to be holding it in Tucson. I am sure a lot of 
good will come out of this clinie for our local community and for our 
State. The gentlemen I met this morning are all of the highest 
caliber and throughout the audience I can see nothing but that type 
of individual, so I am sure that the city of Tucson—and I speak for 
the entire administration—is happy to have you here. 

[ hope your stay here will be a pleasant one. If there is anything 
that we can do to make your visit more pleasant, please feel free to 
call upon us. We are always glad to do little things for you, take 
you around if some of you wish to be taken around while you are here, 
or anything else in our power. I know a lot of you representatives 
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come to these various cities and all you see while you are here are the 
hotel lobbies. If any of you folks want to take a trip around town 
while you are here, just make your wants known and I shall try and 
furnish transportation. If I can’t get enough of it, why, we will 
scout among our friends and can assure you of some kind of con- 
veyance. 

So I repeat, while you are here, especially if it is your first trip to 
the Southwest, try and see our city. We have a nice little town, we 
are doing a lot of improving that keeps the streets a bit torn up, ‘but 
after all when the dust is settled and the improvements are completed, 
we will have a beautiful little town. We are installing a sewage-dis- 
posal plant, a big thing for us, $1,500,000; we are paving 30 miles of 
streets; we are putting $1,250,000 into water improvements. We are 
doing a lot of little things to make this town stand out, and I hope 
you will get around and see what we are doing. 

I am sure, as I said before, that a lot of good will come out of your 
deliberations, and I wish you a great deal of success. 

Thank you. [Applause.] 

Mr. Kurncer. Before I turn the meeting over to the gentleman 
who will conduct the clinic today, I would like to have a show of 
hands from all those who expect to have luncheon here today at noon. 

Thank you very much. 

Now, it is my privilege and pleasure to introduce to you the gentle- 
man who will conduct the clinic here today. He is Mr. Charles E. 
Shaver, general counsel of the Select Committee on Small Business 
of the United States Senate. He will tell you what it is all about. 

Mr. Cuarues E. SHaver. Thank you very much, Mr. Chairman, 
Mayor Niemann, my fellow members of the panel and to you business 
men and women of the Southwest. 

I am very happy to be here today as a representative of the Select 
Committee on Small Business. I am also very sorry to learn that 
Senator McFarland could not be here with us today. I am informed 
that, due to pressure of business in Washington, he was detained. 
As a member of the staff of the Small Business Committee, I should 
like to add my word of gratitude for the valuable work of Senator 
McFarland who is one of the most highly respected members of our 
committee. 

My purpose here today is to expl: iin to you very briefly the functions 
of the Senate Small Business Committee, what it is doing and what 
it proposes to do. Then I shall turn the meeting over to the procure- 
ment experts who will in turn explain to you how you can get your 
position on the starting line in Government procurement. 

You will hear many public laws discussed, among them Public 
Law 413 and Public Law 152, as affecting the Defense Department 
and the General Services Administration. I shall touch very briefly 
on the Defense Production Act of 1950 and the part which the Senate 
Small Business Committee intends to play in the administration of 
that act in your interests. 

We think we have brought here today those people in Washington 
whom you would want to see if you went to Washington. We have 
brought Washington to Tucson. 

Now, how did this clinic originate? Let me give you the detailed 
background of how it was first initiated. 
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Some months ago a small-business man such as yourself came to 
Washington seeking Government procurement information from one 
of the 55 major procurement offices of the Department of Defense. 
He could not obtain that information which he wanted. Following 
this complaint, we first went to the Department of Defense and we 
had numerous conferences with Commander Ashler, Harry Blythe, 
and many others in the Defense Department. Later we conferred 
with Nelson Pierce, Special Assistant to the Secretary of Commerce, 
and Jess Larson in the General Services Administration. From these 
conferences there developed a contractual arrangement whereby each 
day the procurement agencies of the Government send to over 5,500 
major outlets what the Government is going to buy by giving you 
necessary information on the invitations for bid. 

Kach week these same outlets give you a synopsis of those contracts 
for over $25,000 which have been awarded, and which are not re- 
stricted or confidential in nature. 

1 want just to impress that this developed from a complaint 
registered by a small-business man, and | want to impress upon 
you now that if you have a complaint you also have a haven in the 
Small Business Committee where you can refer your difficulty and 
we shall in every instance endeavor to give you some equitable 
solution. But, most important of all, we shall try to guarantee 
against the recurrence of that problem. 

Now, again following this same series of conferences, we held a 
number of meetings of our committee. The hearings were scheduled 
immediately following the formation of the committee. These very 
members who are here on this panel today appeared before our 
committee. They worked with us in developing the idea of these 
clinics. We have held a series of some 35 to 40 all over the United 
States, and I am very pleased to tell you that they are working; they 
are helping. On many occasions we have had letters from people, 
or have had people come to Washington personally in order to tell us 
that from the information obtained in these clinics they secured a 
prime contract from the Government for the first time in the history 
of that business. 

[t is a source of pride for me to be participating with these members 
of the executive branch of the Government in this activity, and if I 
do nothing more here today, let me dispel one idea that you may 
have in your minds; that the executive and legislative branches of 
our Government are not working in harmony. 

These people are friends of mine. We take your problems and 
together we try to work out a solution to them. We don’t quit 
talking to one another when we return to Washington. We ourselves 
get much out of these clinics, because if the same problem is repeated 
from city to city, we know there is something inherently and basically 
wrong with the specifications, the invitations, or what-have-you. 
We try to arrive at a solution to that series of problems. 

Now, very briefly I am going to discuss with you the Defense 
Production Act. How do you fit into the picture? 

A great many members of the Senate Small Business Committee 
are also members of the Senate Banking and Currency Committee. 
I was invited by the chairman of the Banking and Currency Commit- 
tee to sit through all the hearings on this act. One of the amend- 
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ments to that act guarantees to the small-business segments of our 
economy fair representation on all advisory committees that are con- 
stituted by the governing departments. We intend to see that the 
legislative intent, which, incidentally, for the first time in history, was 
made mand: atory in this bill, rather ‘than merely giving it considera- 
tion, as it was in World War II, is carried out fairly for all segments of 
industry and for all sections of our country. That is what we propose 
to do in working in close liaison with the Department of Commerce, 
particularly, and the other governing agencies and in conjunction 
with the Joint Senate House Committee headed by Senator Maybank. 

I have nothing else basically to add to a recital of the functions 
of the Senate Small Business Committee, except to say that we invite 
your problems and we shall try to give you relief from the difficulties 
of procurement or your inability to obtain the necessary materials. 

Of course, we realize that the transfer and transition from a peace- 
time economy to one geared for mobilization is most difficult, and in 
the last war we also know that small business suffered a 16 percent 
casualty during the period between Pearl Harbor and the middle of 
1943. We want to prevent as many of those mistakes which we made 
in World War II as is humanly possible. We shall do our best to 
that end. 

Before I introduce the first procurement expert, I would like to 
leave with you one message which Senator Sparkman, chairman of our 
committee, who has asked me to give to you, a message in which 
Senator McFarland joins: 

We want to assure all business that we shall proceed in a fair, im- 
partial and nonpartisan manner. 

Further, we want to assure you that we intend to the best of our 
ability to assist the small-business man in maintaining his economic 
stability, in strict conformance with the principles of free competitive 
enterprise under which all business was initiated, has prospered, and 
grown. 

Now, the first speaker upon whom I shall call is Commander Philip 
F. Ashler, who is Chief of the Small Business Office of the Munitions 
Board of the Department of Defense, who will discuss with you the 
Department of Defense procurement information. 

I now call upon Commander Ashler. 

Commander Paturp F,. AsHier. Thank you, Mr. Shaver. 

Ladies and gentlemen, it is indeed good to be with you here in 
Tucson this morning, as Mr. Shaver said, to make an effort to bring 
Washington to Tucson. While we are doing that, I think it is only 
fair to tell you, that although we may have brought Washington to 
Tucson, we have not brought with us any blank checks or blank 
Government contracts. About the only thing we can guarantee that 
will happen in this meeting this morning is that nobody will go out 
that rear door with his pockets bulging with Government contracts. 
However, we hope to give you sufficient information, so that each of 
you, by the end of the day, will have a clearer understanding of what 
is going on in Washington, what lay ahead, as best we can see it in 
the Department of Defense. Then each of you will be in a better 
position to determine for yourself just where you and your organiza- 
tion might fit into this current accelerated defense procurement 
program. 
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One of the first things that I think we should do is to clear the air 
a bit, and determine as best we can today just what the impact of 
this accelerated defense program will be, first on the national economy, 
and, secondly, on your business in particular. 

Now, many of you folks, when you read the morning ae EY or 
listen to the radio and hear of the war in Korea or of control bills, 
priorities and allocations, immediately envision a return to those 
conditions and circumstances which we experienced in 1944, at least 
insofar as military procurement is concerned. 

Today we are not anywhere near that condition, and I say that, 
for this reason: In 1944 the Army and Navy were eer just short 
of $100 billion for war materials and supplies. Up until 2 weeks ago 
our anticipated ee including the Korean campaign, were 
not expected to exceed $26 billion. 

Two weeks ago the President asked Congress for an ad litional S16 
or $17 billion, which, up to today, would give us roughly $41 or 542 
billion for defense. 

So you can see by a comparison of those figures of the anticipated 
expenditures in 1950 and 1951 with those in 1944, that the impact 
is at best one-half of what everybody is expecting. 

Now, we have no way of knowing what the President will tell the 
country this evening. There have been estimates in your morning 
paper that he will ask for an accelerated defense program which will 
carry us to the 1944 peak, which was $100 billion, but since we do 
not have that information, the best we can do is to guess what will 
happen and give you the information as best we have it today, the 

15th of December, at 10:40 a. m. 

Whether we have a program of $100 billions, or whether we have 
one at $50 or $75 billions, there is a lot of business to be done with 
the Department of Defense. But I know there are a lot of you who 
either because of a personal sad experience or because of some twice- 
told tale that came from your neighbor or business acquaintance, are 
convinced that dealing with your Government, and partic ularly the 
Department of Defense, is just a mass of red tape. Consequently, 
you will have nothing to do with it unless you have to. 

Well, I want to tell you that I think you are wrong in that attitude, 
and this is why—and I would like to draw an analogy for vou: 

A single police raid on a honky-tonk that winds up with broken 
furniture and padlocked doors never put a well-organized vice syndi- 
cate out of business, and one such raid never made a vice-ridden city 
a better place in which to live. So in Korea, that single alleged police 
action is not going to break up the Communist war syndicate, nor is 
this single action going to make the world a better place to live in. 
So, unless you, the American businessman will be content to go on 
living a life of relative insecurity and go on paying protection, which 
is exactly what we have been doing, we must organize to somehow 
destroy this syndicate which stands between us and our way of life. 

Now, American people, and particularly businessmen, are not dis- 
posed to pay protection, and they don’t like to go on making invest- 
ments from which they get negative returns. They have a peculiar 
characteristic way of dealing with situations like that, and I think the 
far-sighted businessman, in trying to make his plans for the future, 
will weigh heavily that single characteristic of the American people 
to deal with situations such as we have. If he does weigh heavily 
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that characteristic, there is only one sound conclusion that he can 
reach, and that is, regardless of the success or speed with which we 
resolve the present situation in Korea, we will find year after year 
more and more of our tax dollars going into building up our military 
strength and our industrial might. 

With that conclusion there is only one thing that the businessman 
can do, and that is, instead of diligently avoiding contact with his 
Government, and particularly the Department of Defense, this is the 
time he should be seeking such contacts and learn what he can do. 

Now, getting back to this matter of red tape, let me tell you briefly 
how I think we got that way, and then, what we are doing to eliminate 
the red tape. 

We go back for more than a hundred years, when the Army and 
Navy were operating as separate entities, and we find that every time 
a situation developed in the Army that required a law, they harassed 
Congress until Congress gave them a law, but it was applicable only 
tothe Army. The same thing ~— — to the Navy. If they needed 
a law, they got it from Congress. So, quite naturally, after more than 
a hundred years of getting their legal: ition in this fashion, we had two 
separate and distinct procurement systems building up. Each made 
its own rules and regulations based on its own laws. 

To complicate the situation further for the businessman, the civilian 
procurement agencies of the Government operated under still another 
set of rules and regulations, so, in the final analysis you, the business- 
man who wanted to do business with your Government, had to be a 
veritable walking encyclopedia of Government red tape. 

Well, after the last war, Members of Congress were concerned 
over this situation, as were members of the military who were obliged 
to procure supplies under that system. Representatives of the two 
got together, developed and had enacted into legislation a law known 
as the Armed Services Procurement Act, which, for the first time, 
gave to the Army, Navy, and Air Force, not only similar legislative 
procurement authority, but identical authority. 

It was not until 18 months after that, however, that the civilian 
purchasing groups of the Government were given an almost identical 
piece of procurement legislation. So, finally, we have the two biggest 
procurers in the Government, the military and General Services 
Administration, operating in accord. 

I think you will agree that by the relatively simple device of passing 
a law, we cannot immediately remedy the defects of a system which 
has been accumulating for more than a century. There must be a 
transitional period, and, ladies and gentlemen, we are in that period 
today. 

Now, one of the first things we did, knowing that the Army, Navy, 
and Air Force were inclined to vo their separate ways, was to point 
out to them that here at least, all three had the same law under which 
they were obliged to operate, and we had to be sure that all three 
interpreted and implemented that law in identical fashion, so that 
you, the businessman who had learned to deal with one of the agencies, 
could expect the same treatment, the same equitable treatment, 
from either of the other two. As a result, and through the joint 
effort on the part of the Army, Navy, and Air Force, we “developed a 
bible of procurement, which we refer to as the Armed Services Pro- 
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curement Regulation. This means that all three Departments are 
obliged to operate under the same regulations. 

Now, we know that a lot of you have complaints about specifica- 
tions. You cannot understand why the Army wants a screwdriver 
with a 6-inch shaft, the Navy wants one with a 7-inch shaft, and the 
Air Force insists on an 8-inch shaft. Then you find out that all three 
Departments use that screwdriver for the identical purpose and it 
doesn’t make sense, because if you are producing for all three, it 
means you must stop your production line and modify it to satisfy 
each department’s peculiar requirements. 

Well, we recognized that situation and we have a program in the 
Department of Defense today that is designed to eliminate such 
differences between the military departments and to bring our speci- 
fications, wherever possible, into accord with commercial standards. 
We can point with pride to one of the bits of progress made in the 
standardization of undershirts. The Navy for years wore an under- 
shirt with a little short sleeve. The fey and Air Force had the 
athletic rearel and we standardized on the Navy undershirt. I can 
say with a straight face that here at last I have conclusive evidence 
that the Army and the Air Force have literally taken the shirt off the 
Navy’s back. [Laughter.] 

We have another thing that bothers the businessman. You cannot 
understand why you folks call something by one name, then the mili- 
tary departments call it by another name. Or, still worse, you 
find that the same item is called by different names among the Army, 
Navy, and Air Force. Or, still worse, that the technical services of 
the Army or the bureaus of the Navy do not call the same item by 
the same name. We found, during the war, that when a Navy 
ship, for example, would put into an overseas base that happened to 
be operated by the Army, and a man put in a requisition for some 
screw turners—why they call it screw turners, I don’t know, John 
Paul Jones probably did—but when that request was put before 

1 Army man, he would say, ‘Sorry, we don’t have that, can’t help 
you at all.” If that request was put in with that nomenclature, it 
would very likely travel all the way back to the United States, enter 
production, and months later finally he would get it. So far as you 
were concerned, if you got an invitation for bid for screw turners, vou 
would throw it in the wastebasket, but if he sent you an invitation 
for screwdrivers, that is another thing. 

Now, to resolve those difficulties we have an organization called 
the Munitions Board Cataloguing Agency, and the prime purpose of 
that group is to make sure that everybody calls the same item by 
the same name, and so far as the military departments are concerned, 
that each of us uses the same identification number. 

Now, the outlook for the first program, that of specifications and 
the resolution of differences in that field, is not too bright. We 
anticipate, or the time for completion of that program has been esti- 
mated to be nnd ‘re from 5 to 18 years. 

You think that is a long time and just typical of the way the Gov- 
ernment does things, but, appreciate this: We are dealing with more 


than 5,300,000 separate items that the Army and Navy were buying 
at the close of World War IT. 

Now the outlook in the cataloging program is a little brighter. 
There we anticipate that the first phases of that program, resolution 
of these differences of names, will be completed by June of 1952. 
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Now, don’t walk out of here and tomorrow expect improvement. 
Please get some consolation out of the fact that we recognize what is 
wrong and we are doing our best to remedy those conditions, but we 
cannot bring about improvement overnight. 

There is another program we have to set up to eliminate some of 
the red ~~ which some of you may have run into, and I will touch 
on it very briefly. That is the matter of coordinated procurement. 

When the Unification Act was made law in 1947, bringing together 
the Army and Navy and creating the Air Force, Members of Congress 
felt that we could save money by having one military department buy 
all of a particular commodity for itself and the other two departments. 
They felt there was no point, for example, in having the Army, Navy, 
and Air Force each maintain a procurement organization to buy 
lumber, automotive equipment, medical supplies, and so on. So the 
Secretary of Defense was given the responsibility of coordinating that 
procurement and this is where the program stands today. 

We took those 5,000,000 on and went through the long list and 
coordinat don a dollar basis about 40 percent of them, so that today 
about 40 percent of the money we spend under normal conditions is 
ae «din this direct fashion. 

We have, for example, the Army buying all the automotive equip- 
ment for all military departments. We have the Navy buying paints, 
varnishes, lacquers, hand tools, solid fuels for all three departments. 
We have th a Koree buying photographic materials and supplies 
and certain types of aircraft for all three departments. 

Well, as we went through this long list, we found that a lot of items 
did not lend themseives to this rigid direct type of coordination. 
In some of them we found the military departments rather reluctant 
to deprive themselves of their procurement prerogatives. That is 
particularly true of petroleum and medicine, and in those two fields 
we set up a joint agency, so, in Brooklyn today we buy all the medical 
requirements, and through a similar organization in Washington we 
buy all the petroleum requirements. 

There is another type of coordination which you folks may have 
heard about here, that is coordinated procurement of aircraft. Back 
in 1919 the Army and Navy realized that in that early stage of air- 
craft developme nt, they were already competing with each other. 
Then they said, ‘Why don’t we make a list of all the people that can 
produce this, divide the list in half, and say, ‘Army, you take care of 
this group, and, Navy, you take care of this group.’ ’’ And they did 
just that, so, today, some 30 years later, we find that the Navy is 
responsible for the productive output of Pratt «& Whitney, When 
the Air Force wanted Pratt & Whitney engines for B-3€@’s, they 
vent to the Navy and the Navy carr ied on negotiations. On the 
other "hs und, the Air Force is responsible for Lockheed. If the Navy 
had a peculiar requirement that could be satisfied only by Lockheed, 
it went, not to that company, but to the Air Force. 

So much, thor fore, for coordinated procurement. 

Let us get down to this matter of small business, but first, I think 
we ought to define small business. Senator Benton, who is a mem- 
ber of the Senate Select Committee on Small Business, told us that 
he thought that a small business was one that could not afford a full- 
time Washington representative. Well, I think he is wrong, because 
all of us here today are in effect your full-time Washington repre- 
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sentatives. Perhaps in some instances we cannot give that personal 
touch that 5-percenters may do, but, at least, we can resolve your 
problem or make the same or better effort than a Washington repre- 
sentative would. But, be that as it may, you will be interested to 
know that there is no legislative definition of small business that is 
applicable across the board to all Government procurement. There 
is one in the Selective Service Act which goes something like this 
but applies only to materials purchased under the authority of the 
act: ‘‘A small business is one that employs not more than 500 people, 

is independently owned, and is not dominant in its field.” Well, those 
of us in the military felt that the test of dominance was too difficult 
of application; it was too much of a responsibility to put on the field 
procurement officer, so we modified that definition. In the milits ary 
departments we consider a business small when it employs less than 
500 people, including its corporate and partnership affiliates. The 
test is one wholly of numbers. Count the employees on your rolls, 
if the number is less than 500, you are small business. 

Now, what does it mean when you are small business? Where does 
it get you? 

First, | think it is only fair that I should tell you that there is no 
law on the books or pe ‘nding which permits any ate curement office in 
the Government to give contracts to a company just because it is 
small. Some year or 18 pang ago the Assistant Secretary of the 
Navy tried just that, because, as Mr. Shaver has told you, in several 
laws there is an expression of congressional desire that small business 
be given a fair share of Government procurement. So the Assistant 
Secretary of the Navy, being faced with a procurement of 700,000 
pairs of shoes, decided that er was a fair share and he gave it 
not to the low qualified bidder, but to the low qualified small business 
bidder, thus spending $11, re more of your money than he had to 
to get that material. The Comptroller General admonished the Sec- 
retary for his action and informed him that there was no law per- 
mitting such action. 

Now, the picture is not as bad as that across the board. There is 
some preferential treatment that does accrue to you because you are 
small, and that we find in our tie low bid policy. Briefly, that policy 
goes something like this: 

You have two companies, one large, one small—they are tied; prices 
and other factors being equal. Instead of resorting to the time- 
honored custom of tossing a coin or drawing lots, the award is auto- 
matically made to small business. That policy has only one excep- 
tion, and that is where you are dealing with a distressed area, and, so 
far as I know, it is not applicable in the State of Arizona. A distressed 
area, incidentally, is one defined by the Department of Labor, where 
more than 12 percent of the total potential nonagricultural labor force 
is presently unemployed. Where you have that condition, and you 
have a company, regardless of size, that will perform the contract in 
a distressed area, and it is tied with another company, regardless of 
size that will perform outside the distressed area, the award is auto- 
matically made to the company that will perform within the dis- 
tressed area. 

Well, immediately you can see that we have little legislative back- 
ground that will permit us to take positive action to place a contract 
directly in your hands. We found in talking to businessmen like your- 
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selves that most businessmen did not want that. They wanted no 
preferential treatment. All they wanted was a fair share. They 
wanted to be assured of a place at the starting line. So our job was 
to find out what could we in the Department. of Defense do to give 

you that place at the starting line. In our research we went back to 
the record of the hearings of the now famous 5- percenter cases, and 
found that the principal reason why a lot of businessmen employed 
5-percenters was because they did not know whom they should see, 
particularly in the Department of Defense, about the ‘sale of their 
products. So the first thing we did almost 18 months ago was to set 
up what is known as the Central Military Procurement Information 
Office in room 3D760 at the Pentagon, and Colonel Phillips will tell 
you more about that later in the day. 

Briefly, however, that office serves as a directory service. It points 
the businessman in the right direction by telling him who wants to 
buy what he wants to sell. That worked well for awhile, but soon 
we found that businessmen who were dealing with the Government 
developed particular complaints, they felt somebody had done them 
wrong, and that this informational type of office could not resolve 
their problems. So we set up in the Munitions Board a small-business 
office. That office is the small-business man’s point of contact. If 
you will, he is your 5-percenter, so far as the Department of Defense 
is concerned. 

Now, that office is staffed with military and civilian personnel who 
are in a position not only to lend a sympathetic and understanding 
ear to your problem, but they are in a position to initiate, if not cor- 
rect, your specific problem today, to insure that it will not happen to 
some other unfortunate businessman. I urge you to inquire into the 
services available from both those groups. 

Now, with these two offices we set up somewhat of a service station 
for the businessman, but we still did not solve his problem of finding 
out, ‘what are you buying; when; how much do you want?’ 

We knew that this information was available through commercial 
sources at prices ranging anywhere from $25 to $500 a year, depending 
on the degree of accuracy and detail desired, but since it was a matter 
of public information, we felt it should be given to you without cost. 

Finally we worked up an agreement with the De ‘partment of Com- 
merce, which Mr. Shaver already mentioned to you. On a daily 
basis you can find out what we are buying, who is buying it, how 
many we want, and when the bids will be opened. 

Well, that took care of the little fellow, but not the really little 
fellow, who, either by the nature of his business or his plant and 
facilities, or because of his size still had no desire to deal directly with 
his Government. He wanted to know, “Who is getting all the million- 
dollar contracts that are coming out of Washington?’”’? He wanted to 
be a subcontractor. 

Again we turned to Commerce, and again we turned to our major 
military procurement offices, and we now make available through 
Commerce this list which tells you every week what contracts have 
been awarded of $25,000 or more; whether they are advertised or 
negotiated, so long as they are not restricted, confidential, or secret. 
That list will tell you who is going to make what, how many they are 
going to make, and how much money they are getting for the job. 
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Well, there are probably some skeptics who want to know if that 
will really make any difference. They no doubt say, “That sounds 
like a great plan on paper, but, confidentially, is anybody getting any 
contracts?” The answer is “Yes.” Trying to evaluate that program 
is something like trying to get a Hooper rating on a radio broadcast 
But we turned to the Department of Commerce during a recent visit 
to the neighboring State of Texas, and we found out that in Texas the 
military procurement offices during a 30-day period had uncovered 55 
new sources of supply. Fifty-five companies who had never done 
business with the military before were now, at least, offering proposals, 
offering to do business with us. Of those 55 we found that 11 came 
up with prime contracts. And, to make that a still better story, in 
each of those 11 instances the price that the Government paid for 
those items was less than we paid at any recent procurement. So 
immediately you can see that this is a program with a twofold advan- 
tage: First, to you, as a businessman, it cuts you in on the ‘‘dope,”’ 
it tells you what we are going to buy, and gives you a chance to 
participate; second, to you as the taxpayer, it means that those of us 
who are charged with the peaponntanty of spending your money can 
perhaps get for you a little bit more for those very precious tax dollars. 

Now, in closing, I would like to leave with you a few observations, 
a few suggestions which I think will really help you: 

The first thing I would like to tell you is that the Department of 
Defense, as of today, has no intention of changing its method of pro- 
curement. Wherever practicable and feasible we will continue to 
advertise our procurements. However, on the other hand, wherever 
we feel it necessary we will not hesitate to negotiate, and that state- 
ment holds true in spite of the fact that the President may or may not 
declare an emergency this evening. We still maintain that there are 
certain items which it is to our advantage to advertise rather than to 
negotiate. 

Secondly, there is no such thing, in Washington, Arizona, or else- 
where, known as a central bidders’ list. There is no one place that 
you can write and say, ‘‘l make gadgets; send me all the invitations 
for bids for Army, Navy, and Air Force gadgets.” This is what you 
have to do: 

You must learn which of our offices will buy what you want to sell. 
Do not come to the military departments and tell us that vou want 
to make anything, because we do not buy “‘anything.”’ Nobody is 
in a better position than you to determine what your equipment and 
personnel can make. Once you make up your mind what you do 
want to make, then find out who buys it. If you find there are six 
or eight offices that buy that particular product, you must contact 
each of them individually and give them an intelligent factual presen- 
tation of your capabilities. Tell them what you want to make, tell 
them what you have made, tell them of any special skills or facilities 
you have. 

Now, that might sound like a big order. Your first question is, 
“How can I find out who will buy what 1 want to make?” That is a 
relatively simple job. 

The first thing you should do is to contact your local chamber of 
commerce. They are coming into this program at an increasing rate 
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every day, and they have a wealth of information here that you 
ordinarily might think would be available only in Washington. 

Next, you have a local office of the United States Department of 
Commerce not too far from you. Contact them. Or, finally, you 
can contact the Central Military Procurement Information Office, 
whose sole reason for existence is to tell you who will buy what you 
want to sell. 

I also want to urge you to explore every local facility of information, 
and I say that based on a great deal of experience. ‘I shall illustrate 
that by a single case: 

Some 3 weeks ago I had a man who flew into my office in Washing- 
ton from Chicago. He said, “I have it from an unusually reliable 
source that the Government is looking for 2 million 5-gallon blitz 
cans.”’ The blitz can is the 5-gallon container you have seen strapped 
to the side ¢ . a jeep, which carries water, gasoline, and sometimes 
food. He said, “I would like to get all the information on that that 
Ican.”’ Sowe woke into it and we found out that all the information, 
far more than we had, was available at 1819 West Pershing Road, 
just two blocks from that man’s office in Chicago. The drawings, 
the specifications, the blueprints, and the invitation itself came from 
that office, so all we could tell him, after his long trip, was, “Go back 
to Chicago and you will get all the information vou need.’’ 

So | urge you to inquire into vour local sources before you explore 
the outside te rritory. 

Another thing I ask you to remember is that when you do go to 
your military procurement offices to discuss your product, do not be 
distressed if you find that the military procurement officer does not 
know half as much about vour product as you think he should. You 
are the specialist; you are the man who knows all about it, from the 
raw material to the finished product. Your procurement officer is 
almost a jack-of-all-trades, and he must be, by the nature of his job. 
Before vou came in, somebody else was trying to sell him a new type 
of tin can. And while you are telling him about your new flashlight, 
somebody else is outside, waiting to come in when you go out, to sell 
a new type of hardware So give them an intelligent presentation, a 
clear-cut picture of your facilities and what you want to do, and | 
think you will find the m not only sympathetic and understanding but 
in a position to really give you valuable counsel and guidance. 

Another thing vou should be cautioned about is, just because you 
are trying to do business with your Government, do not expect things 
to come any easier. You must be willing to exercise just as much 
initiative, enterprise, and salesmanship in dealing with vour Govern- 
ment as you would be willing to exercise if you were doing business 
with private industry. Your Government is in a position and quite 
willing to give you many types of aid, information, counsel, and guid- 
ance, but at this point do not expect orders from the Department of 
Defense to walk in your doors 

And, finally, | would like to leave this observation with you: 

It appears to me, from no other occasion than from the very presence 
of this panel here today, and perhaps from the few words I have had 
to say to you, that it is evident your Government is trying to play 
ball with business. We are trying to make it easier for you, more 
attractive to you. We are try ing to remove stumbling bloc ‘ks, and | 
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think, in return, the time has come when businessmen should put 
aside their favorite indoor sport of castigating the Government. 

After all, those of us who are representing the Government here 
today are no different than those of you who are sitting there listening 
to us. Industry and Government draw their people from the same 
population levels, from the same schools and colleges. Whether we 
wind up in Government or as a potential tycoon of industry is only 
a matter of chance—-where the man or woman happened to make 
their first connection. So I want to say this: 

In a time of emergency as we have facing us today, as serious as 
anything we have ever faced, | am sure there is no gulf between the 
two groups so wide that it cannot be breached for the common cause. 
[Applause. | 

Mr. Saaver. Thank vou very much, Commander Ashler. 

[ would like to point out, before | introduce the next speaker, that 
as each speaker finishes, or during the progress of his talk, if he fails 
to answer a specific question which you have or which confronts vour 
business, | wish you would write it down, so that at the end of the 
scheduled lectures, we can refer these questions to the proper party, 
and in that way we can all get the benefit of the answers, wherever 
that question lends itself to a general discussion. 

1 would suggest that we take a 5-minute recess while these cards 
are distributed for your questions. 

(A short recess was taken. 

Mr. Saver. Let us resume, ladies and gentlemen. 

We have heard from the Defense Department. Another procure- 
ment agency ef the Government, referred to by Jess Larson himself 
as the housekeeping department of the Government, is the civilian 
procurement, and in that regard I should like to call upon Mr. H. C 
Maaske, acting deputy regional director, General Services Administra- 
tion, of San Francisco, and ask him to discuss civilian procurement. 

Mr. H. e. MAASKE. Thank Vou, Mr. Shaver, President Klinger, 
Mayor Niemann. 

Ladies and gentlemen, I would like to say at the outset a few words 
about the General Services Administration, how it came into the 
picture, and, briefly, where it fits into this entire national procurement 
situation. 

Public Law 152, which was enacted into legislation on July 1, 1949, 
created the General Services Administration. As Mr. Shaver has 
just said, this organization comprises for the most part the three 
major housekeeping agencies of the Government, and for the first 
time in the history of Federal procurement, places these three large 
housekeeping organizations under the same roof. Previous to that 
time the activities of the Federal Government that have to do with 
the acquisition of space, such as Federal buildings, post offices, et 
cetera, were handled within the Federal Works Agency. 

The organization in Government that had to do with the record 
keeping, filing, et cetera, of the Government was in the National 
Archives, a separate organization. 

The third major housekeeping organization—namely, the procure- 
ment of supplies for the Federal civilian agencies of the Government 
was located in the Treasury Department. 

Now, with these three large agencies so widely dispersed, and with 
more or less conflicting over-all policies, it contributed greatly to the 
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confusion and difficulty under which the Government’s housekeeping 
programs were then being carried on. 

So, next came Public Law 152, which placed these three large house- 
keeping organizations under one roof, and thus the Government now 
has within the General Services Administration the over-all responsi- 
bility of procurement authority and other regulations which permit 
these three housekeeping activities to be carried on under one head, 
namely, Mr. Jess Larson, Administrator of the General Services Ad- 
ministration, at Washington. 

We then have, as you can see, these three very important functions 
namely, space, Federal buildings, Federal offices, post offices, and so 
forth—to house the Government workers carrying on the Govern- 
ment’s business. 

Next to space and personnel, of course, come supplies and equip- 
ment with which to do their work, and, along with people, space, and 
supplies, in very short order you have generated or begin to accumu- 
late files and records. Therefore the National Archives comes into 
the picture. 

Now, Lam not going to talk about the Federal building program or 
the National Archives or the Federal records program, important as 
they are. My function here today is to make the best use of the next 
20 or 30 minutes in outlining to you the Government’s procurement 
program insofar as the Federal civilian agencies are concerned. 

You have just heard a very fine talk on the military aspects of pro- 
curement. I will endeavor to emphasize the supply requirements of 
the Federal civilian agencies; that is to say, that great body of Federal 
workers, other than the military, that are required to carry on the 
Government’s activities. 

Under Public Law 152 the General Services Administration is 
charged with the responsibility of prescribing policies, procedures, and 
so forth, in order to simplify, to get some uniformity in, to ne tay 
au yh in every other way to improve this job of buying all that the Gov- 

rnment needs for its Federal civilian agencies. 

Now, obviously that is a sizable undertaking. Uncle Sam is un- 
questionably the largest single buyer in the entire world, and even to 
take a certain segment of Uncle Sam’s buying is still to talk about a 
very sizable figure. 

We will narrow that down now to the Federal civilian agencies’ 
needs and we still have quite a large sum and a long list of articles and 
supplies that we are talking about even there. 

Obviously, no one agency can do all of that procurement efficiently 
for the Federal Government. Therefore, the General Services Ad- 
ministration has delegated and it will continue to de ‘legate contracting 
authority to many Federal civilian agencies who are in a very good 
position, through having purchasing experts of their own, the proper 
technicians, the experience, the know-how, and so forth, to do an 
excellent t job for themselves, and where that is feasible that has already 
been done, and will, | am sure, continue to be done. On the other 
hand, the General Services Administration, as for the balance of the 
supply requirements, actually is responsible for and does do a large 
amount of contracting and purchasing on its own. 

Now, it is with respect to those fields of contracting and purchasing 
that I am going to confine my remarks here. 
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I shall endeavor to explain, first, what we buy; second, what are 
the methods that we use in procuring those items; and, third, how 
you can get on the starting line, how to get into the procurement 
channels to know what the Government is buying; how you can 
ac = ally place your own bids, contracts or quotations, and so forth. 

(As I visualize it, one of the main objectives of this meeting—and as 
has alre ‘ady been said, we want to do everything we can here today to 
clear up that sort of question for you, so that when the meeting is ove! 
you will know or have some pretty good idea of what the Federal 
Government is buying for its civilian requirements, what methods 
it uses in buying, and how vou can aline yourself in that regard and 
actually be in _— to enter quotations and accept contracts. 

The Federal Government uses something over 5 million items of 
supply. I do not propose to start here and try to read off 5 million 
items of supplv. Even though we enjoy very much this wonderful 
Tucson climate, we are not going to endeavor to get into that lengthy 
discussion. I am, however, going to draw that down to about some 
30,000 what we call common-use items. ‘Those are items which almost 
every office or agency of the Federal Government, including the 
military—but this is specifically concerned with other than the 
military—need and require in connection with their day-to-day ac- 
tivities, either as office people or in the field. Some 30,000 items, 
then, we are going to talk about in some different categories here. 

So much for what we buy. 

Second, now, as to the methods that we use, and in that discussion 
IT shall outline some of the representative kinds of items that fall 
within these various categories 

The first method has to do with what we call term contracts. Term 
contracts are contracts let as a result of competitive bidding and are 
binding contracts between the contractor and the Government, whereby 
the contractor agrees to furnish the Government’s needs for perhaps 
a vear’s time on the items that have been agreed upon in that contract. 

Now, representative articles that fall within that category are: 

Chemicals, acids, industrial gases, laboratory equipment, gasoline, 
oil, and many, many items along that same line. 

The second ms najor classification is what we call term contracts for 
a short period, 2 to 3 months, or 6 months—anyway, something much 
less than a year. In that category fall commodities such as furniture, 
including that for offices, for household, and for Government quarters: 
tires and tubes; batteries; tire chains; leather goods; textiles; paints; 
and a long list along that category. 

Now, the third major category, and this is perhaps the one that 
would interest a large portion of the businessmen large and small here 
in Arizona, has to do with what we call single-purchase definite- 
qué intity contracts. ‘These include such items as automobiles, trucks, 
road-building equipment, lumber, cement, hardware, pipe, electrical 
supplies, clothing, stationery, sanitary supplies, and a long list of that 
character. 

I know that there are in the audience here today several contractors 
who are already known to us and who I feel sure are already quite 
familiar with General Supplies Services’ or Federal Supply Services’ 
activities here in the area. The type of single-purchase definit 
quantity contracts that I am talking of are voluminous, numerous 
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and run into very sizable sums of money over a vear’s time. I believe 
ths Gis in thet field that many of you will be very much interested. 

iar: iow does the Government go about making known its needs 
for these requirements for the Federal civilian agencies? 

\Well, we do that, on the one hand, through bids mailed out auto- 
matically to all of the firms, large and small, who are on the General 
Services Administration’s mailing lists for this particular area. 

Secondly notices of those advertisements, in fact a COpy of advertise- 
ment itself, is posted in the public buildings im the area. 

Third, we use newspaper advertising to a considerable extent, 
where the character and the quantity of the item to be purchased is 
SO ordered. 

Through these three methods, and a couple of others to be mentioned 
later, we endeavor to make known to the suppliers what we are in 
the market for at any particular time, insofar as any of these com- 
modities are concerned, 

The bid invitations spell out in complete detail the quantity 
desired, the quality to be met, the delivery dates involved, the details 
as to inspection, whether it shall take place at your factory or upon 
your delivering to destination, and so forth. 

Beyond that sort of information as to what the Government is 
buying, we are constantly holding bid openings at the General Serv- 
ices Administration offices at San Francisco, and at Los Angeles, and 
I will give you those details later. 

After contracts have been awarded, a notice of such award is 
posted in the Federal buildings and in our offices. We also are happy 
to answer all telephone inquiries or letter inquiries as to contract 
award, prices obtained, and so forth, also to give that information 
through personal calls at the offices of the General Services Adminis- 
tration, and last, but not least, we endeavor to get the widest possible 
notice of these contract awards through publication in the trade 
journals 

Now, so much at the moment for the methods that we use in making 
known what the Government is in the market for with respect to these 
supply requirements for the Federal Gove rmme nt. 

The third phase which I include in the 1, 2, 3 outline is, How can 
you get in line now to get these invitations to bid, or to have an oppor- 
tunity to quote on these requirements? 

There are three or four very effective methods. One is, if you will 
address a letter to the General Services Administration headquarters 
nearest you and tell us what you manufacture, and that you would 
like to be put on the bidder’s list whenever we are again in the market 
for that item, that will take care of it automatically. Right here I 
would like to give you three addresses to which you should write: 

The nearest General Services Administration office to you people 

here in Arizona is our office in Los Angeles. Simply address a letter 
to the General Services Administration, Western Pacific Building, 
1031 South Broadway, Los Angeles, Calif. 
The regional General Services Administration office nearest you is 
at San Francisco. <A letter should be addressed to the General 
Services Administration, Empire Building, 100 MedAllister Street, 
San Francisco, Calif. 

The third is our Washington, D. C., headquarters, which you may 
also address if you wish. That is the General Services Administra- 
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tion Information Office, Seventh and D Streets SW., Washington 25, 
D. C. 

If you did not get all those addresses, or if you want them con- 
firmed, I shall be happy to do so any time after the meeting today. 
If, instead of writing a letter you wish to hand me your name and 
address after the close of the meeting today, I shall be very happy to 
see that you get on the mailing list in that fashion. Many of vou 
people are already on the mailing list, but we are anxious to add as 
many more as we possibly can, for we are looking for additional 
sources all the time. 

Now, I want to say a word about the General Supply Services ad- 
ministration at supply centers. The GSA operates a network of 
supply centers throughout the country. The purpose of operating 
those supply centers is to carry out one of the Hoover Commission 
recommendations that that Commission had in mind a. it was 
instrumental in bringing about what we now know as Publie Law 152 

The supply centers are located strategically over the United States, 
one in each region. The nearest one to you here in Arizona is located 
in Los Angeles, and carries some 4,000 common-use items, that is to 
say, items required every day by the Government in connection with 
its day-to-day needs. 

Now, this catalog I show you, of which I have one copy, represents 
and illustrates the 4,000 items that are bought in that fashion. 
Purchases are made periodically. These are the kinds of purchases | 
referred to when I referred to definite quantity single purchase. 
Copies of this stock catalog are available from the Superintendent of 
Documents, Government Printing Office, Washington, D.C., for a 
nominal sum, I believe 40 cents a copy. This will tell you and give 
you a very good idea of some 4,000 items that are being purchased 
constantly in this area for the Government civilian agencies’ supply 
needs. If you wish to look over this book, any of you, after the 
meeting I will be very h: appy to have you do so. 

So much for those 4,000 items. 

Now, in addition to the methods I mentioned a little while ago, as to 
how we try to tell you what the Government is in the market for, the 
General Services Administration, just as the military services, cooper- 
ates with the Department of Commerce in the distribution of such 
information. Commander Ashler mentioned to vou the daily Synopsis 
of Contract Awards over $25,000, and so forth, with respect to military 
procurements. 

The General Services Administration does likewise with respect to 
its purchases, but for much smaller sums than that. They never- 
theless involve items which you as manufacturers or distributors are 
interested in in dealing with the Government. Just so you may know 
what they look like, if you have not already seen them, this is a 
representative sheet of a Daily Synopsis of Bids which is now out, and 
illustrates items which the Government is in the market for. ‘These 
include both the military items and also items which the General 
Services Administration is out to buy. This, then, illustrates what 
the Government is in the market for. This information is available 
to you at your local chamber of commerce office here in Tucson. It is 
available, I think, at some 24 or 25 Department of Commerce offices 
throughout this nearby area. 
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I believe you are going to hear some more details about that from 
some of the speakers later in the day, but this illustrates the kind of 
thing upon which this daily synopsis is based, and is a good source of 
information to you, as to what the Government is now in the market to 
buy. 

The second representative illustration I wanted to show you is the 
Consolidated Synopsis of Contract Awards which both the military 
and the General Services Administration feel is very valuable and 
very helpful and should be and is, | know, becoming increasingly useful 
to all of the manufacturers and suppliers over the country seeking 
information as to what contracts have been awarded. 

The Daily Synopsis of Contract Awards looks something like this, 
and it is likewise available at your local chamber of commerce here 
and at the Department of Commerce offices. It is available also at 
the General Services Administration headquarters at both Los An- 
geles and San Francisco, a very useful publication and is becoming in- 
creasingly important, as evidenced by Commander Ashler’s illustra- 
tion concerning the military. 

The same has been true of the Federal civilian requirements, but I 
would urge that you keep these two documents in mind and make full 
use of them. 

Another very important feature 1 wanted to mention has to do 
with Federal specifications. Now, all of our bids which deal with 
civilian requirements of the Federal Government, all of these 40,000 
items | am talking about, are purchased almost exclusively on the 
basis of Federal specifications. Federal specifications are lengthy and 
too detailed to be quoted in the bid invitation. They are referred to 
only by reference, number, date, and so forth. Many suppliers, 
have a set of natty of those specifications dealing with anything that 
vou manufacture If you want extra copies of those spec ifications 
they are avail: ible to vou now from the Superintendent of Documents 
Government Printing Office at Washington, D. C., at about 5 cents a 
copy; some are 10 cents 

In approximately 60 days the General Services Administration offices 
at Los Angeles and at San Francisco will have these specifications on 
hand for sale to anyone interested in acquiring a copy or more. We will 
have them available to sell at 5 and 10 cents a copy, whatever the 
cost to the Government for printing the thing is. Until that time, 
however, the only source available is from the Government Printing 
Office at Washington, D.C. In some 60 days we will have stocks on 
hand at our procurement offices in Los Angeles and San Francisco, 
and we will be happy to take care of any orders. You do not have to 
come there personally; you do not have to call up; just write in a letter 
and we will send you a copy that we have available. 

Now, many of these specifications represent a great deal of research 
work and consultation with industry before they are finally adopted, 
and issued for mandatory use in all Government procurements. It 
has been said that many of them represent a Government investment 
of $5,000, and that is literally true. 

Now, if there are any purchasing agents for industry in the audience 
here this aiaee and I do not doubt but what there are—I think 
vou can agree W ith me the at if you can buy $5.000 worth of research for 
5 cents or 10 cents, it 1 . pretty cood pure hase and vou should take 
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advantage of it for your company for filling out any copies of Federal 
specifications that you do not already have. 

I have gone over a lot of ground rather briefly, but necessarily so, in 
order to keep within the time limit set for the conference. 1 will drop 
the matter of Federal civilian requirements at that point, insofar as 
these 40,000 items are concerned, and be glad to answer any other 
questions that may come up later in the meeting. 

Next, | want to mention the matter of contracting and supply, which 
[ am pretty sure interests a fairly sizable percentage of the audience, 
and that has to do with the commodities which are being procured by 
the General Services Administration, that are in the nature of strategic 
and critical materials being procured for the national stockpile for use 
by the Defense Department. 

In this area that involves minerals, metals, asbestos, and a num} 
of other commodities which have been publicized and published offi- 
cially as being included in the category of nensiunditie s determined to 
be in the strategic and critical class by the Army, the Navy, and the 
Munitions Board at W ashington. 

In this program the General Services Administration functions as 
the purchasing agent and contracting officer for the Army, Navy, and 
Munitions Board. That is to say, after that Board has determined 
the quota and the quantities, then General Services Administration is 
given the job of locating those supplies, contracting for them, purchas- 
ing them, inspecting and accepting them, and putting them into the 
national stockpile. 

If there are those in the audience who want to talk individually 
about something in your mind about those kinds of commodities, ; 
will be happy to spend all the time that I can on that particular feature. 
I know that here in Arizona we have contracts already running with a 
number of such firms and corporations. I mention that as one addi- 
tional function of the General Services Administration, with particular 
reference to Arizona. 

In conclusion, then, I have endeavored to say what the Government 
is buying for Federal civilian agencies; what methods we use in making 
those needs known to you, and how you can go about it to get in line 
to actually bid on those requirements. Throughout all this work we 
cooperate closely with the Department of Commerce in the publica- 
tion of all this information, and throughout it all also we follow one 
basic policy, namely, we want the widest possible circularization of bid 
invitations. We urge and we want, we strive to obtain the maximum 
competition among business firms large and small for these iong lists 
of items to satisfy the Government’s requirements. We want that 
competition from both large and small business, and particularly from 
small-business firms, because it is the type of contract which normally 
would apply most to them. 

After circularizing as widely as we can and getting as much compe- 
tition as we can, then every bid received is given the utmost possible 
consideration in awarding of the contracts. 

Now, we need more suppliers; we are looking for more sources of 
supply; you are interested in getting lined up with the Government 
in connection with these supply needs, else you would not have taken 
the time and the trouble to come to this meeting today. So I hope 
that what I have said may help somewhat toward bringing those two 
closer together and thus do that much toward accomplishing one of 
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the basic objectives which the chairman mentioned when opening 
the meeting earlier this morning. 

We need your help. You need to know us better. Through this 
means, we hope to accomplish just that. 

Thank you very much. [Applause.] 

Mr. SuHaver. Thank you very much, Mr. Maaske. 

Before introducing the next speaker who will be the last before 
luncheon, I would like to read this telegram which has just been 
received: 

Developments in legislative situation in central Arizona project bill now being 
considered by House Public Lands Committee prevents my being present in 


Tucson as originally planned. Please express my regrets and best wishes for a 
successful meeting. 


Regards, 
ErRNEstT W. McFartanp, 
United States Senator. 

The next speaker will deal with the Economic Cooperation Admin- 
istration. I know that most of you business men and women will 
say to yourselves, ‘Well, they do not buy anything, and I am not 
very much interested in dealing with this ECA agency. 

Let me tell you that you might be missing a bet. Selling abroad, 
the licensing program, is very interesting, and I think you will obtain 
worth-while information from the next speaker. 

I would like to say that Charles Richards, who is the Administrator 
for Small Business and the ECA, has been very cooperative with our 
committee. Not only that, but he has sent his top assistant, who, 
incidentally, was a law-school classmate of mine, to attend this clinic. 
I am very happy to have him here with us today. 

[ now call on Mr. William T. McCormick, Assistant to the Admin- 
istrator of ECA. [Applause.] 

Mr. Witiram T. McCormick. Thank you, Mr. Shaver. 

Mayor Niemann, business men and women of the State of Arizona, 
I am pleased to have this opportunity to discuss with you the opera- 
tions of and the services available through the Office of Small Business 
of the Economic Cooperation Administration. 

As you know, in June 1947, General Marshall made his now historic 
speech at Harvard in which he offered new hope to the peoples of a 
war-ravaged Europe. In it, he suggested American aid, based on 
mutual self-help. The nations of Western Europe responded with 
enthusiasm and vigor. Only Russia and her satellites remained aloof 
behind the iron curtain. The American people committed themselves 
to a 4-vear program—ending in 1952—and to the expenditure of some 
$14 billion. 

The accomplishments of the Marshall plan in the first 2 years of its 
operation have been described by General Marshall as a ‘‘near mir- 
acle.”’ 

The greater part of the funds have been spent for new tools of 
production and sorely needed raw materials. A strenuous effort has 
been made to increase productivity—output per man-hour-—in the 
participating countries through a program of technical assistance. 
A good start has been made toward integrating their economies and 
reducing the barriers and inhibitions to intra-European trade. Trade 
has been reestablished on a businessman-to-businessman basis with 
the products of field, mine, and factory again flowing through private 
trade channels. 
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The Foreign Assistance Act which embraces the entire concept of 
the Marshall plan is presented to the Congress for reconsideration each 
year. In rewriting the act in 1949, the Congress took steps toward 
assuring greater participation of small business in purchases made 
under ECA-financed programs. | refer, of course, to the small- 
business amendment which, in substance, directs the Administrator 
of ECA to 

Firstly, make available to suppliers in the United States and, 
particularly, to small independent enterprises, information as far in 
advance as possible with respect to purchases proposed to be financed 
with ECA funds; 

Secondly, make available to prospective purchasers overseas infor- 
mation regarding products and services produced by small independent 
enterprises; and 

Thirdly, to otherwise help small business to participate in the 
KCA-financed programs. 

In order to arrive at a program that would be of practical benefit 
to small-business men, we sought advice from the staffs of the Senate 
Small Business Committee, the House Select Committee on Small 
Business, and the Department of Commerce. 

In attending these clinics throughout the country, we learned that 
among businessmen generally there was a considerable misunder- 
standing of some of ECA’s basic functions. For example, some busi- 
nessmen are still unaware of the fact that ECA is a financing agency 
only—that it does not buy, and that the small-business amendment 
does not change this fact. The ECA nations will continue to make 
their purchases through normal trade channels just as they have been 
doing in the past, and the customers in those nations, that is, the 
purchasers of these ECA-finaneced goods, will continue to pay for 
what they receive in their own currency. 

I think it should be clearly understood that the European importer 
pays for everything he buys in his own currency. His payment is 
de vauined in what we call a counterpart fund. This fund, with ECA’s 
approval, is used for recovery purposes by the various participating 
governments. 

In approaching the problem of he ‘Iping the small-business man help 
himself, the first logical thought was, “What does the small-business 
man want to know?’’ He wants to know how to participate in ECA- 
financed programs and who in Marshall-plan countries are the likely 
purchasers of his product. This was the broad base on which our 
program rested. In the Office of Small Business, two sections were 
formed: one to deal with export counseling; and the other to deal 
with inquiries—whether by mail, telegram, or personal visits. The 
Export Counseling Service has received, in the past year, well over 
1,500 visitors, and the Inquiries Section has answered nearly 10,000 
letters. 

To give full effect to the small-business amendment, ECA has 
undertaken a comprehensive program including many services which 

facilitate and promote the participation of small business in the 
i CA-financed programs. We were very cautious not to undertake 
any major revision in procurement procedure which would interfere 
with the normal channels of trade. In the broad outline, the ECA 
program to assist small business consists of a two-way flow of infor- 
mation. From overseas data are secured on who buys what and 
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when in foreign countries. This information is collected by our ECA 
missions in the participating countries and channeled through the 
Office of Small Business to the American business community. From 
the United States, data on potential small business supplies and their 
products have been made available to foreign importers intending to 
purchase in the United States. 

With respect to these data, a directory of small and intermediate 
companies totaling 15,000 in all has been distributed throughout the 
Marshall plan countries. 

For information about trade opportunities in the participating 
countries to be of real value to the small-business man, it must be 
disseminated quic ids and effectively. ECA feels that this can best 
be accomplished by employing the cooperation of service groups suc h 
as banks, chambers of commerce, trade associations and the like, 
which provide counsel to the small-business community. Accordingly, 
a program was instituted in the fall of 1949 to enlist key representatives 
from business service organizations as volunteer and unpaid field 
counselors. As of today, the ECA Office of Small Business has 
enlisted the assistance of 750 field counselors in over 43 States and the 
District of Columbia. We feel that this plan isa practical and economi- 
cal means of serving small business in all parts of the United States 
without establishing a Government staff for this purpose. 

The activities of these field counselors are closely integrated with 
the 42 field offices of the Department of Commerce. We have pub- 
lished a loose-leaf field counselor’s roster listing the names and addresses 
of the counselors, arranged alphabetically by State, city, and counselor. 
At this point, I should be more than pleased to receive any representa- 
tives of service organizations who are interested in enlisting as field 
counselors. After a counselor is enrolled by filling out a field coun- 
selor’s information = ata card, he is acquainted with his job through 
literature supplied by the Office of Small Business and occasionally 
will be invited to attend Nite eee meetings in his area conducted 
by representatives of ECA. The counselor is kept up to date on the 
small-business program oval field counselors’ bulletins issued 
occasionally; small-business memos, released on a weekly basis; 
and small-business circulars, which are primarily devoted to procure- 
ment information published daily. To date approximately 300 cir- 
culars have been issued. These small-business circulars or “tip 
sheets’ are the most important of these series since they contain 
specific information about commodities which European firms or 
vovernments intend to buy in the United States. 

By enlisting as a counselor, therefore, one is in a position to pass 
on valuable trade and procurement details about Marshall plan busi- 
ness to firms in his area. | would like to emphasize the fact that 
counselors are not expected to obtain Marshall plan orders. It is 
up to the businessman to secure trade in the customary way. — 
is a counselor expected to be an expert tn all phases of ECA operation 
Any technical questions received by a counselor may be referred to 
the nearest Department of Commerce field office or to the ECA 
Office of Small Business in Washington. 

In order for firms to know exactly what information is available to 
them through the ECA Office of Small Business, we have available a 
specific list on which a firm may indicate which of our publications 
they desire. This check list may be obtained by writing to the ECA 
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Office of Small Business, in case those I have placed in the rear of the 
auditorium have been depleted. 

Doing business under the ECA-financed program differs in many 
important ways from doing business with the other Federal agencies 
re prese nted here tod: ay. Following are some imports int points about 
ECA-financed exports which are of interest to every potential supplier: 

1. EC \ is not a procurement agency; it is instead a banking agency. 
It extends earmarked dollar credits to the participating European 
governments which in turn grant subauthorizations to their private 
(with some exceptions) importers. 

2. Exporting under the ECA-financed program is virtually the same 
as it would be without ECA. The supplie r still has to find a taker 
for his goods. Once an order is ECA-financed, he is assured of currency 
convertibility. To obtain payment, he must submit a simple voucher 
(Form 280) which contains much of the information shown on his 
invoice 


0 Reque sts for the commodities » be financed originate with the 
participating governments. EC, \ will finance only those items which 
contribute to the ‘viability’ of ‘their economies. Luxury items are 
not eligible for finanemg. Under the law, ECA may not finance those 


goods which can be procured from other participating countries for 
currencies other than dollars. 

The bulk of ECA-financed business is conducted through busi- 
nessman-to-businessman relationships. Only in a few instances are 
goods bought by Government purchasing missions or the General 
Services Administration of the United States Government. 

5. The foreign importer does not receive ECA-financed goods at no 
cost to himself. lle pavs In his local eurreney i. e., franes, lire, 
drachmas—which is put into a special fund, known as the counterpart 
fund, over which ECA has joint jurisdiction, except for 5 percent 
which is used for administrative and hee eee re es 
Counterpart funds are then used for importan economic rehabilita 
suas. eatin. Tal enabling each Marshall- ee. lade to do ddokle e 
duty. 

6. Thus, each potential exporter must exert sales effort on prospec- 
tive importers abroad. Many have their own export offices in the 
participating countries; most conduct their business through agents, 
particularly the smaller firms. At present, most of the goods for 
southeast Asian programs are procured by the General Services 
Administration. 

7. ECA is serving as the economic wing of the mutual defense assist- 
ance program in connection with the programing of nonmilitary 
type items. 

To enable Western Europe to support itself by again taking its 
place in the world economy, the American people, through the Foreign 
Assistance Act, have invested during the past 2's years approximately 
$11,000,000,000. This has been a public spending job, operating for 
the most part through the normal channels of trade and administered 
by ECA. The purpose of this to date has been to get the industrial 
wheels of Kurope turning, but if Western Kurope Is to recover eco- 
nomically, participation by United States private industry in that, 
are: will have to be: pisintained and enlarged. 

The Congress, under the recent amendment to the Foreign Assist- 
ance ‘a of 1948, has empowered the ECA Administrator to issue 
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industrial guaranties for new investments in Marshall-plan countries, 
backed by a fund of $200,000,000. Under this legislation, some basic 
hazards that impede foreign investments have been removed. They 
enable the investor to convert his capital and earnings from foreign 
currency into dollars. 

We in ECA believe that this program makes sense for everybody 
concerned, not only for Western Europe and the ECA aims there, 
but also for you and your company. From Western Europe’s stand- 
point, your investment can mean higher production and_ living 
standards. From ECA’s standpoint every dollar you invest in 
ERP countries is one tax dollar less that ECA must supply to close 
the dollar gap between Europe and the United States, and accord- 
ingly bring trade between these two continents closer to a balance. 

From your own standpoint, the guaranty program eliminates some 
of the risks that go with entry into Western European markets. The 
economic climate of Western Europe for investment is vastly im- 
proved today. 

There are indications of new economic health and vitality—and 
investment opportunities.. For many United States firms these 
opportunities are worth looking into along with the guaranties that 
eo hand in hand. -It may be that your company has been forced to 
forego old European markets by the European’s inability to pay in 
dollars. You may, under these guaranty provisions, wish to set up 
shop in Europe and get back in those markets or even build new 
ones, especially now that your Government can guarantee the con- 
version of the principle of your investment and its earnings into 
dollars. 

\t this particular point, I would like to emphasize a the ECA 
will not interfere with the conduct of your business. As has been 
the poliey since its inception, it is interested in fostering private 
initiative, free enterprise, and the use of private-venture capital with 
a minimum of Government intrusion. After a guaranty is issued, 
ECA requires only that you furnish the basic information necessary 
to show that your investment has been actually made and to show 
the extent of your Government’s liability to you under its guaranty 
contract, 

| should like you to keep in mind that these guaranties are not 
short-term affairs that expire with ECA, which, as you know, is a 

mporary agency. While it is ECA that authorizes the issuance of 
a guaranty contract, they will be carried out in letter and spirit by 
a permanent United States Government agency, the Export-Import 
Bank of Washington, D. C 

‘'o assist small and intermediate business to participate in this 
investment program, the Office of Small Business has established a 
contact clearinghouse, the function of which is to put American 
manufacturers in touch with receptive overseas companies and vice 
versa. Under this program ECA’s Office of Small Business is bring- 
ing together companies and foreign firms which are interested in 
entering into contracts for American techniques, patents, processes, 
services and, in some cases, equipment. For example, such arrange- 
ments may be for investment of dollars, equipment, services, tech- 
niques, patents or processes by the American manufacturer in return 
for an interest in the foreign enterprise or for a licensing agreement 
calling for royalty payments by the foreign firm to the American 








SMALL BUSINESS CLINIC 25 
manufacturer for the use of patents or processes. For the first time, 
therefore, large, intermediate, and small business who invest in or 
license foreign producers in Marshall-plan countries, such intangibles 
as techniques, patents and processes, will be able to obtain guaranties 
of convertibility into dollars of the foreign-currency receipts received 
from such investment or license. 

The Office of Small Business has issued a pamphlet entitled, “How 
United States Firms Can Profit by Licensing Patents and Processes to 
European Manufacturers,’’ which includes copies of a questionnaire. 
The purpose of this questionnaire is to make available to business 
concerns an opportunity for them to indicate the nature and extent 
of their investment and file it with the Office of Small Business. Upon 
receipt of this information, it is transmitted overseas where it is cir- 
cularized throughout the participating countries. It may be interest- 
ing to note that to date we have received 154 questionnaires from firms 
interested in investment. 

Through the office of the special representative in Paris, ECA is 
vigorously contacting banking institutions, trade, commercial, and 
other associations, which are in a favorable position to locate interested 
firms that are desirous of entering into contracts with American com- 
panies to manufacture and market abroad those American products for 
which foreign markets are or may be limited by the dollar shortage. 
Through an organization of small business officers throughout the ECA 
missions, who in turn are organizing European field counselors com- 
parable to our field counseling set-up in the United States, we hope to 
be able to bring together American and foreign firms which might 
otherwise have never effected contact. 

Consequently, such a two-way flow of licensing proposals to the 
contact clearing house and to the respective field counselors on both 
continents will provide individual American and European firms, in 
many cases, with more than one licensing opportunity, and a wider 
choice will be beneficial to American and European firms alike. 

I would like to conclude my remarks by saying that the Office of 
Small Business is now headed by Mr. Charles A. Richards, a man of 
long and wide experience in the export field. A comprehensive and 
vigorous program has been set up to fulfill the objectives established 
by the small business amendment, and I would like to summarize the 
salient features of our present program to assist small business: 

1. A series of aids to the small exporter has been published as can 
be seen from the check list. These are available to small-business men 
without cost. 

The Office of Small Business publishes, on a daily basis, small- 
business circulars containing advance procurement information, trade 
leads, prospect lists, and country trade manuals. You may be put on 
the mailing list by completing the check list and returning it to the 
Office of Small Business. 

The Office of Small Business maintains in Washington an inquiry 
— export counse ‘ling service. 

The Office of Small Business has also developed a unique method 
tos ‘nena on-the-spot counsel to the small-business man right in his 
own community, by our field counseling service. ‘These counselors 
have been of inestimable value in carrying out the ECA small-business 
program. ‘They not only disseminate procurement information, but 
give sound advice and assistance on export problems. 
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The Department of Commerce field offices are authoritative 
sources of ECA information and have assisted greatly in the imple- 
mentation of the small-business program. 

6. In addition to engaging in direct export sales, American business 
may also enter into agreements with foreign firms to license their pat- 
ents, techniques, and processes. ECA’s guaranty program enables 
them to convert their earnings from such investments into dollars. 
In order to stimulate and facilitate this attractive form of doing for- 
eign business, the Office of Small Business has established a contact 
clearing house for bringing together interested firms in the United 
States and the participating countries. 

7. It is extremely difficult to determine precisely just how much 
ECA business is going to small firms since they ordinarily rely on 
agents to whom the payments are made. However, we conducted 

urvey based on four typical months, of payments made direct to 
manufacturers and found that 20.2 percent went to firms employing 
less than 500 peopl 

Subcontracting offers attractive opportunities for small business to 
participate in Marshall plan business. Analyses have been made of 
certain selected projects which show that small firms have shared 
remarkably as sub-contractors 

These are the highlights of the ECA small-business program. 
There are many facets that time does not permit me to explain. | 
would like to say _ at the Office of Small Business stands ready at all 
times to assist small firms with its ECA problems. That is our job. 
If vou have ee problems, or if you are encountering what may 
appear to be unfair procurement practices, we would like to hear from 


vou. Either contact your nearest field counselor, the Department of 
Commerce field office, or write us direct. 
if 1 can be of any assistance to you after the question and answer 
period, I will be happy to make myself available. Thank you. 
\pplause. ] 


Mr. Suaver. Thank you, Mr. McCormick. 

Before | turn the — over to Mr. Goyette for a recess for 
luncheon, I would like to urge each and everyone of you to ¢ rays the 
luncheon to hear the discussion on industrial mobilization by Harry 
the. 
might mention that for over 30 years he was connected with 
Goodyear, built a company up from 40 employees to over 40,000 in 
World War II. He is now a small-business man in his own right. 
Some time ago he was called to Washington to help out, as a consultant 
the Chairman of the Munitions. Board and as special adviser to 
the Secretary of Defense. He has worked many, many hours in the 
mobilization of American industry for our emergency which is at 
hand. I suggest strongly that you hear him discuss the five M’s at 
the luncheon pe riod, 

I will now turn the meeting back to Mr. Goyette. 

Mr. Goverre. Thank you, Mr. Shaver. I just want to say this 
to you, Mr. Shaver: This meeting has certainly far exceeded our 
fondest ne I am sure all of you will agree that we owe a 
great deal to Mr. Shaver and these top-level people who have come 
here from long distances to put on a business clinic. 

We will now adjourn to the dining room where we will continue 
with the discussions. 

Thereupon, at 12 o’clock noon, the clinic recessed for luncheon.) 


to 
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LUNCHEON MEETING 


(The luncheon meeting was called to order by Arthur Mann, chair- 
man, industrial committee, Tucson Chamber of Commerce.) 

Chairman Mann. Ladies and gentlemen, you have had your intro- 
ductions. We are a little behind schedule, but we are ready to begin 
the pace we set this morning. If any of you people are skeptical 
about getting a contract, your skepticism ‘should be dispelled this 
afternoon in our question period, for it is possible, with the men that 
you have here, to accomplish what might take you more than a week 
if you went to Washington, even if you knew your way around. 

I say that because I am only a humble little farmer boy, as the mayor 
said the other night. You have an opportunity here of talking to the 
cream of the crop. They must have skimmed the milk and just sent 
the cream down here. The men that talked to you this morning 
certainly have given you some important facts and they are going to 
continue this afternoon. 

I want to take this short note from the Small Business Committee 
and the industrial committee of the chamber of commerce 

We are not exactly going to thank you people from out of the ¢ ity 
for coming, because we think you are going home with a lot more than 
you came with. We are glad to have been the means by which you 
could get this information. 

Our speaker this noon told me he would like to be considered 
native of the Southwest, since he came here in 1916, his first trip. He 
antedates me by quite a few years. He had quite an introduction in 
the other room before we came in here, and [ am not going to take any 
time to capitalize on it, because I think he can take care of himself, 
but [ am going to dwell on part of the introduction which I think 
very important. 

Harry Blythe is president of STD. He is a manufacturer of stamp- 
ing tools and dies in Alliance, Ohio, but the thing about it, folks, is 
that he is a small operator. I think he says he has 67 men in his 
employ there. That is quite a difference from when he was vice 
president of Goodyear Aircraft Co. But he is going to talk as a small- 
business man—what he would do if he were a small-business man—and 
I am honored to present to you at this time Harry E. Blythe. 
[Applause.] 

Mr. Biyrue. | am taking out my watch here, because this is going 
to be timed. _ Il am going to try to finish in 30 minutes. 

And that reminds me of a speaker who once took out his watch and 
said, ‘‘Don’t pay any attention to it, because I won’t, but if you put 
it up to your ear to see if it will run, L’ll be as mad as hell.’’ 
([Laughter.] 

Before I get into my story and turn serious on this thing, I will tell 
you that when we started out on this program, we were as much 
confused as you folks when you came in here today, and I ran across a 
story the other day that some of you may have heard, but which 
apropos of our confusion. 

This fellow was getting a little mentally confused, so he went to a 
psychiatrist. The first thing the psychiatrist did was to send him toa 
regular doctor for a physical examination. The regular doctor found 
him in wonderful shape. He returned to the psychiatrist, who said, 
“Your case is purely a mental case. Years ago there was a Frenchman 
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name Coué, who had the answer to this kind of sickness, and prescribed 
that the patient say to himself, ‘Every day in every way, I am getting 
better and better,’ and eventually the patient would get better. 
Now, we have developed psychiatry as quite a science, and we don’t 
reat it that way. We take every individual case on its merits. The 
first thing you must do is to admit that you are confused. It is 
somewhat similar to Alcoholics Anonymous. You cannot do anything 
with an alcoholic until he admits he is an alcoholic. Go home and get 
yourself an 8 by 11 sheet of paper, and keep writing, ‘I am confused, 
I am confused.’ ’ 

Well, the poor fellow went home and got his paper, and Mary, his 
good wife, looked over his shoulder, as good wives do, because she was 
curious, and said to him, ‘John, what are you doing?” He said, 
“Mary, | am doing just exactly what the doctor told me to do; I am 
writing ‘I am confused.’ ”’ 

She said, ‘Yes, John, but you are spelling ‘confused’ with a ‘k’.” 

And he said, “Cripes, | am confused.” [Laughter.] 

So I think we are as much confused in this picture as you were. 

| think, however, it is very important to get a pretty clear picture 
not only of the industrial mobilization program, but the services that 
you are listening to from the different agencies that do the procure- 
ment, because we all have a tremendous part to play in this present 
picture and will do a better job if we aeiereaians what is expected of us. 

In my talk this noon I am not going to defend or extol anybody or 
anything. Iam going to try to give you the picture of our industrial 
mobilization as it actually exists. 

I suppose because a my background, I was called into the picture in 
1949 to head up industrial mobilization, having been in industry for a 
creat number of years of my life and having been in charge of one of 
the Government plants which grew and developed, which started 
out with 40 people and ended up with 40,000, 8,000 of which were in 
Phoenix, Ariz. When I came into the picture, of mobilization, | want 
to tell you, our program was very, very much confused. You can 
well imagine this considering the tremendous job of trying to mobilize 
over 250,000 companies who manufactured the 5,300,000 items men- 
tioned by Commander Ashler this morning. ‘Today we have over 
100,000 industries in this country. I think you will agree with me 
readily that the problem may not be impossible, but it certainly is not 
pract ic ‘ab le. 

So, in trying » bring this mobilization thing to you, 1 think I 
shall try to discuss it with you in terms of the problems you have in 
vour own business, the well-known five M’s—men, money, machines, 
materials, management. 

Jess Larson, Administrator of General Services, who tried to be 
here today said he was giving a talk one day and he happened 
think of those five M’s, and gave me credit for using them. After 
he got through a fellow came up to him and said, “Mr. Larson, those 
are very interesting, but I think you should add one to your story.” 
Jesse said, “Well, that is fine. JI am sure Harry won’t mind adding 
another M to the five M’s. What is it?” The fellow said, “It’s 
malarkey.”’ 

Well, I am not trying to give you any malarkey today; I am not 
trying to paint you a picture to look at through these rose-colored 
classes that many of you use in this famous Arizona bright sunshine, 
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but I do want you to take a look at the picture. It is a true picture 
and a rather encouraging picture to have before us when we consider 
the possibilities of total mobilization, with which we might be faced 
at any moment. ‘The President’s message on the state of the Nation 
may tell us that total mobilization is here or it may be before we get 
out of this room, or tomorrow, next week or next month, that the call 
might come for total mobilization, so I think it is well that everybody 
have an idea of what our mobilization plan is and what part we each 
must play in it. 

I want to make clear that the present program is but a small part 
of total mobilization. From the figures that Commander Ashler 
gave you this morning, you can see that only a relatively small 
amount of money is being spent on mobilization at the present time, 
in comparison to what was spent at the peak of 1944. 

Before starting a discussion on the problem as applied to mobili- 
zation planning, let’s take a quick look at what those same five M’s 
have done for this United States of ours. They have created and 
developed the biggest asset we have, the asset which enabled us to 
win World War I and World War Il. Certainly our biggest asset 
is the great industrial might of this country. Let’s take a look at the 
growth of our industrial might in the past 50 years, within the lives 
of many in this room. We find that today with 7 percent of the 
total area of the world and only 6 percent of the population, we 
have a national annual income of almost $230 billions, and we are 
producing today about $285 billions annually. Only 10 years ago, 
just before the start of World War II, our total income and our total 
production was less than half of that, so you get some idea of what 
has happened in the past 10 years. 

Wages in the past 50 years have gone from an average of 20 cents 
an hour in this country to $1.40; jobs, from 27} million to 63}5 million; 
machine hours have increased 4 times, and electrie power has in- 
creased to the extent that is the il in manpower today of 14 billion 
men. 

We have 48 percent of the lumber production; 7 75 percent of the 
automobiles of the world; 50 percent of the tele phone and tele: graph 
facilities of the world. 

We produce over 50 percent of the radio sets. 1 do not know what 
the figures are on television, but probably 95 or 98 percent. 

We have 33! percent of all the railroad facilities in the world. 

We had a large part of this industrial might when we entered World 
War II, but still we found we did not have enough to produce the 
things necessary to lick our enemies. We had to throw into that 
picture $13,600,000,000 of Government money for further facilities 
and machine tools, and private industry added another $5 billion on 
top of that, and since the war—these figures are extremely interesting 
to show you how we are constantly expanding our great industrial 
might—$71 billion have been added by private industry to our 
tremendous industrial might, and expansion planned by private 
industry in 1951 calls for the expenditure of another $20 billion. 
It may well be that it will go even beyond that. 

Certainly that is an asset that nobody can anywhere near equal. 
For example, here in the United States we produce more steel than all 
the rest of the world put together and one company, the United 
States Steel Corp., itself produces more steel than Russia, our greatest 
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potential enemy. It is with that thought in mind that we have 
developed our present industrial mobilization plan. Its main object 
is to switch from a peacetime economy to producing the things 
necessary to win a war. 

Now let’s apply the five M’s and see how they fit into our mobiliza- 
tion program. 

The first M is money. As in the past, in any all-out effort in war 
which calls for a great tooling program, the purchase of a large 
quantity of mac hines, and a vast expansion of buildings, we will have 
to look to the Government to furnish the money. 

There can be but little doubt in anyone’s mind, including our 
ae that we have the potential might to take on all comers. 
The big “if” in the picture is can we mobilize it fast enough. We had 
a year and a half to mobilize in World War I and II. The Korean 
picture tells us we may not have that much time again. 

Now, what happened to those buildings that we built and those 
machines that we bought during the war? Immediately after the 
war, War Assets was given the job of getting rid of them, and most of 
the buildings were sold, but there are some 472 buildings still in the 
hands of the Government or are being operate a by people who signed 
a contract with a reserve clause in it, which said they could not be 
changed unless they could be reactivated to go back into the manufac- 
ture of the thing for which they were originally designed and built 
within a period of 120 days. 

Congress 2 years ago, When this cold war began to look as if it were 
roing to turn into a hot war, passed two Public Laws, 364 and 883, 
which made it absolutely necessary, before one of those buildings 
could be sold, that this reserve clause should go on it. All the machine 
tools were taken off the market, and the Defense Department, the 
Army, the Navy, and the Air Force, were asked to estimate how many 
machine tools they would peed immediately in total mobilization. 

Those of us who were in manufacturing during World War II 
know what a handicap we had because of the shortage of machine 
tools during the first vear and even during the second vear of World 
War lI. So that we might at least partially eliminate that handicap, 
(Congress approved setting up a reserve of 150,000 tools that they 
expected would still be available from those the Government had 
bought during World War Il. This 150,000 figure was an estimate 
by type made by the Army, Navy, and Air Force as to what they 
would need immediately to speed up production for all-out war. 

We have not been able to gather 150,000 machine tools, of the 
types and sizes wanted, but we have approximately 112,000 and in 
addition, we have put in the reserve another 12,000 items which are 
duplicates but which our Industrial Reserve Review Board felt should 
be held so that we have in the reserve, ready for total mobilization 
approximately 123,000, or 124,000 machines, besides another 25,000 
that are in the buildings that are owned and operated by the Army, 
Navy, and Air Force. With these buildings and machines in reserve 
added to the great industrial might in operation, we have the makings, 
of another great war machine. 

In addition to the tools, in operation or reserve we are bringing 
back into the picture the pool order system. Here again the three 
departments were called upon to say how many machines they would 
need in addition to what is in the reserve during the first year of an 
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all-out war. An estimate of 100,000 machine tools alone was made. 
This estimate was turned over to the National Security Resources 
Board, and they have set schedules with the people who will manu- 
facture those machines. So, come M-day, all that will be needed 
would be a telegram, a letter or a personal call, saying, ‘“‘Go ahead with 
the program.”’ This program, too, will save time. 

In a total emergency all machine tools and other types of tools and 
equipment that are in the hands of dealers and second-hand dealers 
will be frozen. ‘Then it becomes the job, until some other agency is 
set up, for the Munitions Board to disperse those where they would 
do the most good. 


That pretty well covers our two M’s—‘machine facilities’? and 


‘“money.”’ 


Now, we come to the manpower situation. We entered World 
War II with a working force of about 45 million people. We had an 
unemployment of 9 million. We thought our total maximum was 54 
to 55 million people. However, in 1944 we hit a peak of better than 
60 million people employed in this country, embodied into the cate- 
gories of 30 million manufacturing for war, 18 million manufacturing 
civilian roods, and LZ million in the Armed Forces. Some of you 
may well recall that we thought that it would be many vears at least 
before we would again hit a total employment of 60 million people. 
We were facing a depression, we were sure, and we figured it was 
normal in this country to have unemployment between 5 and 10 
million. 

Today, however, instead of 60 million people working, we have 63% 
million, including those in the Armed Forces, and we still have prob- 
ably 2 to 25 million unemployed, so we have now a working force of 
65 or 66 million people in this country. 

But we have not yet gone to any type of mobilization that would 
bring back into the picture the women and the oldsters that we 
brought back in World War II. If we do that, we would probably 
have a working force of better than 70 million people. If we should 
go to the type of mobilization that our enemies had in World War I 
and World War II, and some of our allies had, I say to you that we 
would probably have a working force of 100 million people. 

Ask yourselves whether or not some of your wives, or some other 
people you knew were in production, as they could have been, in the 
last war. They were in production in total mobilization in these other 
countries, and we may be faced with that kind of picture. 

We have now covered money, machines, and manpower. How 
about materials? 

Nature has blessed the United States with the greatest amount of 
natural resources of any country in the world. Yet it was not enough 
in World War II. 

We had to extend our supply lines over thousands of miles, even 
across the Pacific Ocean, for rubber and tin. And we paid a higher 
price in men, ships, and, material, because of the submarine menace. 

To eliminate if possible, at least to minimize, such losses, a stock- 
piling program of the most critical materials was inaugurated in 1948. 
Congress at that time approved the expenditure of over $3 billion for 
that purpose, extended over a 5-year period. This amount has been 
increased twice within the past year 

Today stockpiling is a very controversial subject with newspapers 
and magazines discussing the program and even Congress making 
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investigations. Facts have been published which show that we are 
at the, half-w ay mark in time and in amount spent, but that the pur- 
chases by item are very much out of balance. 

I’m not here to extol or defend the stockpiling program. I do know 
enough about the program to say that there are very good reasons 
why the program is in the condition it is today. Regardless of the 
past, today we are facing the issue; every effort is being made to 
correct any weaknesses in the program, and we hope and expect to 
have that program balanced by the end of 1951, to the extent of 
75 percent across the board. 

Now, what is the value of a stockpile? Well, lets liken it to your 
insurance. You carry accident, fire, and liability insurance, for a very 
good reason, and you hope you may never have to use it. Well, stock- 
piling for military purposes comes under the same category. 

Now, the next item in the picture is the question of management. 

Well, lL am going to dismiss that presently by saying, we did not ac- 
complish what we accomplished in the 50 years that I mentioned with- 
out management, Management has never been found wanting here. 
Our only problem is to keep from tying so many strings around us that 
we cannot operate as Tree mi “¥ wement. So lor ng as we have the right 
and will and can go ahead and operate, management will come through 
in a very good manner. 

So much for what we have. The next question is, How do we use it? 
[t isa problem which involves many items to be manufactured in many 
plants. Certainly you have to have a book of rules or we would be in 





a mess before we started. Such a book of rules was written originally 
in 1947, and taking the date of the writing, that book was called Annex 
17. Anv of vou who have tried to wade through the thing would find 
it a formidable document. filled with Government gobbledygook, 
always so hard to understand. It has since been rewritten. The first 
five pages will tell you what you ar interested in. It states clearly 
vour responsibilities and also those of the Government. That book 
» obtained through the Government Printing Office, Washington 
C., for 45 cents, and I think you should have a copy of it. I 
:mend that you get a copy of it, because it is the rules and regula- 
tions under which vou will be called upon to mobilize. 


Now then the hext thing we need Is requirements: What is to be 
made, how many, and when 

Total requirements stem from the strategic plans of the Joint 
Chiefs of Staff of the Army, Navy, and Air Foree. The plans must 
be fluid and they are constantly changing because the probability of 
where the enemy may strike next is constantly changing. It has 
been estimated that there were 5,300,000 items used in the last war. 
Commander Ashler has told you we hope to cut this in half through 


the work of the cataloging agency. But it takes many months to 
estimate total requirements for 2,500,000 items and the enemy won’t 
give us that much time again. To get quick requirements seemed 
impossible. Then we hit upon a very simple solution. You have 
used it yourself. When you cannot come up with the answer for the 


whole, try breaking it up into parts. 

It was evident that the most dollars and the most manpower would 
be spent on major items, most of which were used in World War II. 
Why not limit our list of requirements to these as a starter. This 
was done. 
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As a matter of information, you may be interested to know that 
according to the figures that have been gotten together since the 
war, 63 percent of the dollar volume was done under prime contracts 
by 271 corporations. 

Perhaps I should correct that, because it is not exactly a true 
statement. I said that they did 63 percent. They did not do 63 
percent. They did less than 50 percent of that amount of business, 
and the rest was done by fellows like you and me who were running 
small plants as their subcontractors. 

What this method of setting up requirements was this—It gave 
us a selected list of items, which fell into a relatively small number 
of companies and the volume in dollars was estimated at 50 percent 
of total requirements. Now we could go to the manufacturer and 
tell him what we wanted him to make, how many and over what 
period of time. This was the job of the Armed Service Procurement 
Planning officer. He has finished the job of working out schedules 
with the manufacturer and is now working on an additional second 
and third list. In this program there has already been over 10,000 
small plants allocated to the Army, Navy, and Air Force on a confirmed 
basis and about 40,000 on a tentative basis but that is only 10 to 15 
percent of total manufacturing companies in this country. We 
probably won’t have the time to reach each and every one of you. 
The main reason for these clinies is to acquaint you with the problems 
and depend upon you to take the initiative to fit yourself ito this 
mobilization picture. Surely, vou agree that we have the industrial 
might far greater than our enemies. Will we exert ourselves to use 
it? Maybe i homely little story here will best illustrate my point. 
Two hens were walking around the barnyard. One of them walked 


around with her head higher in the air than the other. The humbler 
one asked the haughty one, “Why are vou walking around like that? 
What have you done to be so proud about?” ‘Oh,’ she replied, 
“the farmer’s wife likes me better. She gets 2 cents a dozen more 


for my eggs than for vours.”” The other little red hen turned away 
in disgust and said, “I should stretch my self for 2 cents a dozen.” 
[iuaughter 

But that’s what we must do, and we will do it. Let’s never forget 
that in our program. 


J 


Small business of this country constitutes over 50 percent of its 
potentiality. It is the backbone of the progress of this country. The 
small business of today is the big business of tomorrow. The incen- 


tive program of free enterprise must start at t 
little fellow and push up. 


he bottom with the 


That’s the mobilization story, ladies and gentlemen. Of course, 
we could have adopted a far simpler one, the one used by Haile 
Selassie when the Italians invaded Kthioptia. It was fast, direct, 
and total. Here it is: Effective immediately all able-bodied men in 
Ethiopia are hereby mobilized. They will take their wives with them 
to cook their meals and carry their guns and ammunition. Any man 
who doesn’t have a wife can take any woman he can get hold of. 
Any able-bodied man found at home after the date of mobilization 
will be shot. 

That is total mobilization. Parts of it we might like. Certainly 
other parts we would not. [Laughter.] 
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There must be no doubt that each and every one of us has a part 
to play, because— 
Isn’t it strange that princes and kings 
And clowns that caper in saw-dust rings 
And common folks like you and me 
Are makers of eternity? 
To each is given a kit of tools, 
\ shapeless mass and a book of rules, 
{nd each must make, ere his time has flown 
\ stumbling block or a stepping stone. 

Ladies and gentlemen, I think that says more in a few lines than I 
have said in this whole talk of a half hour. 

We are facing a tremendous stumbling block. We are facing a 
job that no people have ever faced in all history. We are definitely, 
each one of us, having a part to play. There are going to be times 
when it will look awfully dark. Right now is one of those times. 

[ am going to close by telling a story that is told of Charles Beard, 
the historian. Whether or not it is true, I don’t know, but it is excee .d- 
ingly interesting. 

Charles Beard was visiting one of his children one time and was 
putting Johnny, his 5-year-old grandson, to bed. Johnny was saying, 
“Grandpa, tell me a story.” And Charles Beard said, “‘You know, 
[can’t think of a single story to tell you tonight, Johnny. I think 
[ have already told you all the stories [ know.” Johnny said, “Well, 
tell me about history, then; tell me a story about history.” ‘That 
would take me a long, long time.’ “How long?” said Johnny, not 
willing to be put off so easily. “Oh, it would take vears.’’ The 
questioning rand answers went on for a short while and finally Johnny 
fell asleep without his story. 

But the great historian didn’t go to sleep so easily, when he went 
to bed. He kept thinking how long it would take him to tell all the 
history he knew. As his mind pondered the subject, he finally went 


] 
Lo sieep., 


The next night he said to his grandson, “Johnny, you asked me to 
tell you a story last night, and then you asked me to tell you about 
history, and | said it would take years to tell you about history. 
You know, I thought about that a long while before going to sleep. 
[ decided [ could do it in less than 2 years, then less than 1 year, 
then a month, then a week, then a day, then an hour. Right now, 
as a matter of fact, I think I can tell you about history in less than a 
minute, Here tt Is 

“WwW hom the gods would destroy, they first make mad.” 
‘Though the mills of God grind slowly, yet they grind exceeding 
small.” 

‘The bees steal the honey from the flowers, but they also pollenate 


Ladies and gentlemen, ‘‘When it gets dark enough, the stars come 
out.”” [Applause.] 

Chairman Mann. Thank you, Harry Blythe. 

[ would like just to mention one thing about how we really mobil- 
ized in the last war, and how we got the ladies in on the machine- 
tools program. 

The book of rules then said no, when it came to putting ladies to 
operating a machine. This was a grinding machine, and after you 
once had it set you put the parts in and took them out. So we puta 
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lady on there and we put another lady alongside of her, with a microm- 
eter. -I was walking through the plant one day and this lady said 
to me, “Hey, you,” and I came over, and she said, ““What do you 
have this gal here with this thing for? Why don’t you let me operate 
that?” I said, “All right.’ So, as the part was grinding on the 
machine, she put the micrometer on it, which was certainly all right. 
I don’t know why we hadn’t thought of it before. 

A few days later as I came through there she said, “Hey, you; you 
ought to have one of these stop gages here. Throw that micometer 
away.’ She couldn’t even say ‘‘micrometer.”’ 

That is how you can get a lot by listening to your employees and 
making the most out of total mobilization. 

I think now we will turn the meeting back to Charles Shaver, who 
will handle the rest of the program here this afternoon. 

But let me say this first: Will you please be thinking about the 
questions which you will want to give to the panela little later? Please 
write those questions out. We can handle them a lot better if they 
are written, and we will try and handle as many through the panel 
as we can. 

Mr. Shaver, will you take over now? 

Mr. SHaver. Thank you, Mr. Mann. 

We have heard from the Department of Defense Procurement, the 
Civilian Procurement Agency, the Economic Cooperation Administra- 
tion, and in all of these discussions we have heard bits about the part 
played by the Department of Commerce, one of the agencies which 
has been charged with a tremendous responsibility. 

[ am sure most of you have heard of the NPA » DO ratings, ma- 
terial shortages, ‘‘Where in the world can I get it?” We have with 
us today the Special Assistant to the Secretary of Commerce, and it 
is up to you to direct your questions to this gentleman, if he does not 
cover your specific problem. 

[ am very glad that the Secretary of Commerce and Tom Davis, 
the Assistant Secretary, both friends of Nelson Pierce and mine, have 
sent one of the top-flight men here today. I am proud to introduce 
to vou Mr. Nelson C, Pierce. [Applause.] 

Mr. Neuison C. Pierce. Mr. Shaver, ladies and gentlemen, I think 
I am the freshman member of this team, because this is the first time 
that I have been out to one of these business clinics. 

Now Mr. Shaver told me that for the first speech that he made 
he used a manuscript, and then, going from there to the next small- 
business clinic, the airplane misplaced his luggage for awhile, and the 
luggage included his speech. 

Well you are not fortunate in that respect because they did not lose 
my brief case and I am going to use a manuscript today. However, 
I shall try to make it as painless as possible. 

We are in a time when above all else we need cooperation in this 
country of ours, and I want to to give you the best illustration | 
have ever heard as to the meaning of cooperation. There were two 
chaps who were college friends, and after their college days they lost 
track of one another but, in the course of time, one of them became 
a sea captain, while the other became a preacher. The captain 
learned that the preacher was in a little one-horse town up in Maine 
and he decided that the first time he got in port anywhere near he 
was going to look his friend up. He made a trip to South America 
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and when he came back he went up the North Atlantic and landed 
near enough to go see this friend of his. They greeted one another 
cordially and, after an hour or so, the captain said, “By the way, 
John, there is a little present out on the porch that I brought you from 
South America.’’ And John said, “That was nice of you, to think of 
me while you were down there so far. What did you bring?’ 

The captain replied, “I brought you a South American parrot.’ 

“Oh,” said the preacher, “| have one alre ady, but let’s put them in 
the same cage and see what they do.”’ So they put the two parrots 
in the same cage, and, after a few preliminary squawks, and after 
eveing one another out = the side of their heads, as parrots do, the 
preacher’s parrot, true to his training, screwed up his face in a very 
doleful manner and sad, “What must we do to be saved?’”’ And the 
captain’s parrot, true to his training, said, “‘Pump like hell, boys, or 
we'll all go down.” |Laughter.] 

I am very glad to be here today as the representative of the Secre- 
tary of Commerce to participate in this small-business clinic and to 
extend to this group the greetings of Secretary Sawyer. Secretary 
Sawyer is intensely interested in the problems of small business, and 
he is also interested in the efforts being made by businessmen _ the 
various regions of the country to assess their resources and to deter- 
mine how they can contribute the most to the strength of the country 
and at the same time improve their own lot. 1 know that the Secre- 
tary would like nothing better than to be able personally to meet with 
groups like this. I am sure it is unnecessary for me to explain how 
busy he is during these etic days and how difficult it is for him to 
be away from Washington 

The international situation in which we find ourselves is sobering. 
As long ago as September 27, Secretary Sawyer, speaking before the 
Association of National Advertisers in Chicago, said: 7 


Rega f t the battle in Korea, we have embarked upon a 
progra hiel t critical strains upon our domestic economy) Serious 
shortages, heavy taxes, and problems of inflation will tax our ingenuity and self- 
control i strength to the utmost, and this will go on for vears. 

Those who think that the end of this present emergency will relieve us of concern 
for the future are victi: of self-delusion; those who fear that the imposition of 
( trols will rob Ss of our Herc are poor app raisers of the quality of libe rty, 
or lack of it, which will be forced upon us if we fail in this undertaking of self- 
discipline. 


You will agree with me, I am sure, that this statement showed 
unusual foresight. 


It is the policy of the United States to oppose acts of aggression and to promote 
peace by insuring respect for world law and the peaceful settlement of differences 
among nations. To that end this Government is pledged to support collective 


action through the United Nations and through regional arrangements for mutual 


defense in conformity with the Charter of the United Nations. The United 
States is determined to develop and maintain whatever military and economic 
strength is found to be necessary to carry out this purpose. Under present cir- 
cumstances, this task requires diversion of certain materials and facilities from 
civilian use to military and related purposes. It requires expansion of productive 
facilities bevond the levels needed to meet the ore demand. In order that 
this diversion and expansion may proceed at once, and that the nationa' economy 


may be maintained with the maximum effectiveness ied the least hardship, nor- 
mal civilian production and purchases must be curtailed and redirected. 

This statement of policy is not my own, nor is it a statement 
conceived by any one bureau or agency of the Government. It is 
the statement enunciated by your representatives in Congress after 
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more than a month of careful discussion and deliberation. It is a 
part of section 2 of Public Law 774—the Defense Production Act 
of 1950. 

The Government’s task in the mobilization of industry for produc- 
tion is threefold: 

First, we must make absolutely certain that military requirements 
are met on schedule. 

Second, we must see to it that our economy remains strong, and 
continues to expand. 

Third, we must see to it that there is a fair distribution of critical 
materials and products. 

While the defense agencies of the Government furnish to the Con- 
gress the best possible estimates of their needs, those estimates are 
carefully weighed by the Congress in the light of all the facts avail- 
able to that branch of the Government. The Congress, in turn, 
appropriates the funds for the various gor measures. Within 
the total amount of the appropriation, the National Defense Estab- 
lishment, the Munitions Board, and the National Security Resources 
Board, decide on production schedules, and stockpiling schedules. 

It is the responsibility of the National Production Authority, in 
the Department of Commerce, to make sure that the materials 
required for defense production are available, and that a sufficient 
reserve of scarce materials is set aside for the stockpile, so that the 
Nation is protected in case our sources of supply are cut off, 
dam: aged, 

In order to carry out its responsibility to assure the availability of 
materials necessary for defense production, the NPA on September 
18 issued its first regulation. This regulation limited inventories to 
the smallest quantity of material from which a person can reasonably 
meet his deliveries or supply his services on the basis of his currently 
scheduled method and rate of operation. This action was designed 
to keep strategic materials moving to as many users as possible, 
rather than having them pile up awaiting use by a limited number 
of processors 

Regulation 2, issued October 3, provided that defense orders are 
to be given priority vy in the production of goods and services covered 
by the regulation. The regulation establishes a single priority rating 
with no degree of preference within the rating. It authorizes the 
assignment of a ‘‘Defense Order’ or DO rating t 


or 


o defense orders, 


thus giving alain to them. A rated order waaiiis not only to the 
prime contractor but is extendable by him to suppliers of materials, 
products, and components used in producing the end product. 


DO ratings are available only tae direct defense and Atomic Energy, 
Coast Guard, and National Advisory Committee for Aeronautics 
procurement, 

How many of you perhaps have been told by your suppliers that 
if you get a DO rating they can supply you, but the regulations that 
have been issued by the NPA have provided that the suppliers have 


to take only a certain percent of DO-rated orders, leaving only a 


relatively small amount of production with which to supply the 
civilian economy, while another company has relatively few DO orders 


and, therefore, can supply his customers at much more nearly the 
normal rate. 
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The rating of DO orders is spread by the orders of NPA over all 
the producers; that is done so that they may supply you with a 
percentage of what is left, so that each individual consumer of these 
supplies will share in what the military takes. If the military takes 
10 percent, there is 90 percent left for distribution, and you should be 
getting 90 percent of what normally you would get, or very nearly so. 

There is one difficulty, however. Take the case of steel. While it 
is true that there is only a relatively small percentage of steel going 
into military orders—DO orders—at the present time, that is not true 
product by product. There is less than that average in some products 
and considerably more in others, which is one of the reasons why you 
may be having difficulty in getting the particular component that you 
need for your manufacture. 

A number of orders have been issued on strategic materials, such 
as steel, rubber, aluminum, tin, zine, cobalt, copper, rayon, and nickel. 
These orders are issued only after consultation with an Industry 
Advisory Committee. In each case, they are designed to provide 
that the defense program has first call on the material covered by the 
order, to the extent that the defense program requires it. Never do 
the restrictions go beyond that, since the NPA and the Department 

of Commerce are anxious to see that as much material as possible 
i to feed into civilian channels. 

The second of the Government’s tasks in the mobilization of 
industry for production is to make absolutely certain that our economy 
remains strong and continues to expand. It is not —— that we 
increase our rate of productivity—-we must In many Cases increase 
our plant capacity. 

A good example of this is the steel industry. Secretary Sawyer 
called in representatives of the steel industry and asked them to 
produce firm figures indicating how much the Nation’s steel-producing 
capacity can be increased and over what period of time. They did soz 
They came back with figures that indicate that by the end of 1952 
the additional capacity to be added will be 9,400,000 tons of ingots, 
an increase of 10 percent over present production. 

That is a lot of steel. However, it must be borne in mind that it 
takes steel to make steel. For every 1,000,000 tons of increased capac- 
ity per year, nearly 30 percent is required initially for steel-plant con- 
struction and equipment, which means, of course, that it will be some 
time before all of the additional steel finds its way into end-use prod- 
ucts. Neither Secretary Sawyer nor NPA Administrator Harrison 
looks upon the increased figure of steel capacity as a ceiling. It is a 
beginning. The probabilities are that the estimates of need will be 
stepped up considerab ly before the end of 1952 

The expansion in our economy, however, must not be confined to 
large industries. Expansion will be necessar y in many small industries, 
and the Defense Production Act of 1950 makes available to industry 
certain incentives for such expansion. 

In the legislation underlying the defense-production program, the 
Congress has provided two major types of incentives for plant expan- 
sion and new-plant development. Under a new section of the Internal 
Revenue Code, private expenditures for those purposes, if they meet 
established criteria, may be amortized for corporate-tax purposes over 
a 5-year period to the extent authorized by the Chairman of the 
National Security Resources Board, who in such cases issues what are 
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known as “certificates of necessity.’”? For normal purposes, the corpo- 
rate tax payer amortizes capital expenditures over very much longer pe- 
riods. The practical effect of this tax privilege is to insure that all or 
part of the capital expenditure will be returned to the investor during 
the emergency period when the facility is being produced for defense 
purposes. Thus the risk involved in paying for that facility under 
uncertain market conditions following the emergency 's reduced. 

The second major incentive to the caper of industrial capacity 
is a oe in title 3, section 302, of the National Production Act 
which provides for direct loans by Government for the purpose of 
expanding productive facilities when the funds are not available from 
private financial sources under reasonable terms. ‘These loans are to 
be made by the Reconstruction Finance Corporation upon certifica- 
tion by the Departments of Commerce, Agriculture, Interior, and the 
Interstate Commerce Commission, each of these agencies having been 
delegated that power in connection with loans to industries coming 
under their respective defense jurisdictions. Applications for these 
loans may be made to the procurement office from which the contracts 
are obtained or, in the case of industries under our jurisdiction, to the 
Department of Commerce. 

judging the merits of applications, attention will be given to the 
over-all needs of the defense program. Among factors to be consid- 
ered are: Feasibility of the project, competence of the management, 
absenee of more economical means of obtaining the searce material or 
services, availability of necessary factors of production, the effect upon 
small business and competitive enterprise, and the need to eliminate 
bottlenecks in production or distribution of materials or services 
needed for defense 

In addition, although not related to e xpansion, section OUT provides 
for working capital loans which are available through banks and other 
financing institutions. ‘This program is essentially the same as the 
Regulation V loan program of the Federal Reserve Board under which 
many war contractors were financed during World War Il. The nota- 
ble exception under present law is that subcontractors are eligible to 
apply. Loans cranted under this sec tion ma) be cuaranteed by the 
procurement agencies 

The third task that the Government has in the mobilization of 
industrial production is that we must see to it that there is a fair dis- 
tribution of critical materials and products. In the early stages of 
World War Il a major portion of procurement was placed with a rela- 
tively few firms. Between 1941 and 1943 nearly one million small 
concerns Closed up shop and less than one-half million new firms were 
started. This loss of production, waste of techniques, sacrifice of 
capital investment, and shock to the economic structure of local areas 
must not be renewed. The Department of Commerce believes that 
our role on behalf of small business should be to aid smaller firms to 
secure business, both prime Government contracts and subcontracts; 
to assist in securing scarce materials for both defense and civilian pro- 
duction; to see to it that the position of the smaller manufacturer is 
carefully considered in the development of NPA orders; and to insure 
full utilization of subcontracting potential before manpower and ma- 
terials are diverted into unnecessary plant expansions. 

Since Irst March the Department has been issuing a daily synopsis 
of Federal contracts to be awarded on the basis of competitive bidding. 
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Since August we have issued a weekly report of contracts awarded 
by the Defense Department as an aid in subcontracting. These 
schedules are available at more than 5,000 local chamber of commerce 
offices, State and local manufacturer association headquarters, em- 
ployment offices, and the like. And I may state that in the State of 
Arizona there are 40 such outlets for these synopses. This informal 
device has tremendously increased the number of bids submitted and, 
in many cases, has reduced the prices paid by the Government. Our 
publication of this information needs improvement. We are constant- 
ly studying it to this end and we will appreciate Suggestions from any 
of you. We are now exploring the possibility of using this daily 
publication as a means of informing smaller firms concerning the sub- 
contracting requirements of other firms which secure prime contracts. 
This service is the first of its kind through Federal and local coordi- 
nated effort and has been generally acclaimed by businessmen. 

We hear a great deal about what Government can and should do to 
help small business. Of course, the Government should help small 
business—but this help should not and is not given merely for the sake 
of providing help or support. It is given because the Government 
and the Nation need the ingenuity and the enterprise, and the healthy 
competitiveness of small business. And in the present period we all 
need small business more than ever before. 

During these last few weeks we have started each day rather dis- 
mally by reading disquieting headlines in the morning papers and the 
late newscasts each evening have sent us to bed wondering. I believe 
we need to ask ourselves, ‘“‘ How strong are we?” 

The job ahead is staggering in its proportions. We all know it will 
take all of our ingenuity and self-restraint to meet the tremendous 
military and civilian demands of our economy. We can take hope, 
however, from our accomplishments in 1950. Between the end of 
1949 and the end of 1950, in response to enormous demands, we 
increased the rate of economic activity by approximately $40 billion. 
Economists in the Department of Commerce estimate that we are now 
producing at the rate of about $297 billion per year. Even when we 
correct. this figure to take account of price rises, the actual increase 
in things and services is tremendous. Partly as a result of the wealth 
of experience gained during World War II, we have undertaken 
many measures, both public and private, to enlarge our productive 
capacities and to channel our resources effectively. 

No one in his right mind would attempt to foretell the exact nature 
of the demands to be made upon the economy in 1951. No one knows 
how well we will do the job. By wise use of our materials and our 
skills, however, we can provide whatever is needed for defense and 
at the same time increase and strengthen our ability to produce, 
which, after all, is the foundation of our economic power and well- 
being. 

We in Washington, like you here in Arizona, have come to a clear 
and overwhelming realization of the size of our job. We are no 
longer wondering who our enemy is or what we have to do to prepare 
for the future. Ahead of us is work—a long period of work—to 
strengthen our Nation to meet whatever trouble lies ahead. We are 
taking those steps necessary to build up those productive capacities 
upon which we must place our reliance for our security and our well- 
being and the security and well-being of all other free peoples. What 
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we in Washington, with the best advice we can gain from the American 
people, decide to do is a small part of the job. The main job must be 
aaa by the businessman, by the State and local officials, by the work- 

the farmer, and the housewife. Leadership is important, but in a 
dumber we are strong only when every man in every town and 
city and on every farm ‘knows that his ideas and his labor are im- 
portant. If there is one message [ can bring you from Washington, 
it is the message that we rely upon you, that we want your ideas and 
we need your contributions of mind and energy. [Applause.] 

Mr. Suaver. Thank you, Mr. Pierce. We will now take a 5-minute 
recess. 

(A short recess was taken.) 

Mr. Suaver. We will proceed with the next speaker, who is one 
who will talk to you about business loans. 

You have heard about procurement information; you have heard 
from the Department of Commerce; now, what else do you need? 
Is it business capital; is it working capital? We have with us the 
Chief of the Office of Small Business of the Reconstruction Finance 
Corporation, Mr. Walter J. O’Donnell, who will address 
|Applause.] 

Mr. Watrer J. O’Donnetu. Mr. Chairman, Mr. Mayor, ladies 
and gentlemen, | am very happy to be here on this occasion to partici- 
pate with you in this conference. 

[ want to congratulate your Tucson Chamber of Commerce on 
having done a splendid organizing job, and the impressive gathering 
here is certainly a compliment to each of you. 

[t is not my purpose to discuss the RFC at length. You are here 
rather to find out what the Corporation can do and will do in the 
future. I think it only fair, however, to give you a brief synopsis of 
its general activity. 

In 1932, at the time of its creation, the RFC was a banker’s bank 
and through its efforts saved the deposits of millions of people across 
the Nation, some of whom I am sure are in this audience today 

In 1984 Congress amended the RFC Act to permit it to make loans 
in participation with banks, or directly to industry. 

Since that time some 60,000 loans have been made in the aggregate 
dollar amount of $4.3 billion. 

Today, there are outstanding 6,500 direct RFC business loans 
involving well over 500 million dollars and 6,200 business loans in 
which RFC participates with banks, totaling over 250 million dollars. 

Of those loans, 90 percent, or 9 out of every 10, have been in 


us. 


i 


amounts of less than $100,000; 84 percent have been in amounts of 
less than $50,000, and 64 percent have been in amounts of less than 
$25,000—typical small business loans, and they have been made by 
the thousands. 

Less than 3 percent, I would say, of all of our loans have been made 
in excess of $1 million, but a million-dollar loan, as you well know, 
hits the headlines from coast to coast, while literally thousands upon 
thousands of typical small-business loans never rate a headline, are 
merely reported to Congress as required by the law, and then wind up 
under the jurisdiction of our good friend from the General Services 
Administration, gathering dust in the Archives Building 

More specifically, however, to cover RFC activity in ‘the State of 
Arizona, on the larger scale, public-agency loans, for drainage levees 
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and irrigation, for your colleges, water systems and things of that 
nature, the C orporation has loaned in excess of $7 million. 

Those irrigation loans, of course, have been of a continuing benefit, 
in the sense that they have provided an income for people, paid 
their taxes, and sent their children to school. I could elaborate on 
that, but you people recognize the advantages to the economy of the 
State of Arizona resulting from those loans. 

To mention a couple of small-business loans which I assure you are 
typical all over the State and all over the Nation, there was a com- 
pany up here, in an area with very limited employment possibilities, 
in. diffie ulty. An RFC loan pe ‘mitted an outlet for the small logging 
and mill operators in the area, and a hundred families with their 
dependents, probably in the neighborhood of some 500 people, were 
directly benefited. 

Small ice-company loans were made up in the desert areas, which 
permitted the farmers to preserve and market their perishable vege- 
aes thus providing an opportunity for unskilled labor and increased 

gg benefits in the area. 

The Chairman of the RFC sent me a telegram, received this morning, 
which [ would like to read to you. It is short, but it certainly illus- 
trates My point: 


Yesterday the Directors of the RFC approved a loan in the amount of $45,000 


Paul lime plant, Paul Spur, Ariz., 12 miles west of Douglas, for a lime and 
silica quarry and manufacturing lime and limestone products for sale to smelters 
and mining companies for use in the production of he er, lead, and zinc, and for 
sale to lumber building material dealers, road contractors, and so forth, for the 
construction and installation of new equipment, which would result in higher 
grade products, less operating expenses, The companys ’s products are used in 

product n of critical metals which are vitally important in our defense pro- 

today Fifty-four emplovees whose families total 250 people are absolutely 
d nde oO e operatio! f this plant, which maintains housing and other 
niences for the families 


There you have a perfect example of what I mean by benefit to the 
community, to the people living there, and over all, the economic 
well-being of the State of Arizona. 

There are some 350 loans outstanding, I think, at this time, in 
excess of $15 million in the aggregate, and I might add that the repay- 
ment record on the part of Arizona borrowers has been outstanding. 

Under its ior nt peacetime lending authority the Corporation is 
authorized to make loans to business enterprises, and I want to dis- 
tinguish between its peacetime lending authority and the broad de- 
fense powers which Mr. Nelson Pierce touched on, and which I shall 
to a little more fully, 

{s the law now stands, a loan must be so secured as reasons apy to 
assure repayment. That means, it must be collateralized, and that, 
taken in conjunction with the factors of management, earnings, future 
prospects, we must be able to arrive at the opinion that there is reason- 
able assurance of repayment. Collateral may consist of buildings, 
land, machinery, — ent, inventory and receivables. 

A person, of course, is disappointed when his loan application is 
turned down. That is ostally understandable, but I think it must 
be recognized that when the Congress wrote the law creating the RFC 
it did not intend to create a charitable institution—and it 1s not. 
Tangible assets must secure the loan under its peacetime lending 
authority. 


fo in 
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Applicants have said to me, “If I could do that, I could get a bank 
loan.” That just is not the case, because in about 6 out of 10 cases on 
which the RFC makes an official decision, the decision is favorable, 
and in every one of those cases the loan application has been declined 
by one or more banks. 

Banks, by and large, are limiting their lending to short-term periods 
They have a responsibility to their demand depositors, and they i ave 
a responsibility of maintaining reasonable liquidity. The RFC may 
work out a loan on a more reasonable basis for a longer period of time 
for the small-business man with a maximum maturity = 10 vears. 
Nothing I have said should be construed as being critical of the banks. 
They are doing a splendid job, and particularly in the Stat: ‘of Arizona 

I had a discussion with Mr. Mundey Johnston, of the Valley Na- 
tional Bank of ‘Tucson. The RFC in cooperation with the Valley 
National has made numerous typical small-business loans richt here in 
the city of Tucson for motels, a meat company, a laundry company, a 
paint and varnish company and many others. 

Mr. Harry O. Tennyson, who has cooperated with us over in the 
Southern Bank & Trust Co., among numerous others, has made loans 
for $6,000, $40,000, $15,000, none of which exceeds what the REC 
describes as a small-business loan. 

I have been advised by the assistant managers of both our Dallas 
and Los Angeles office that of all the loans made in the State of Ari- 
zona, in 90 percent of them the banks have participated with us, so I 
think it is fairly manifest from the record that vour banks are doing a 
magnificent job. 

Under the present requirements of the act the assignment of a 
Government contract, as such, is not considered as constituting prime 
security. It is taken as secondary security in what would otherwise 
be a marginal case. 

That briefly covers our peacetime lending authority. However, in 
fairness, | must explain to you a couple of changes recently made by 
the Directors in the RFC policy: 

Through June 30, 1950, the Corporation operated on a fully self- 
sustaining basis. Further than that, it has turned in as a net profit 
to the ‘Treasui y of the United States in excess of $575 million. That 
is, after all administrative expense, payment of interest on the money 
borrowed and reserves against losses. 

Recently as a result of legislative changes, which will have the effect 
of substantially reducing the Corporation’s income, it was found 
necessary in order to remain on a self-sustaining basis, to increase 
the interest rate on business loans from 4 to 5 percent, to require the 
payment of a fee on the filing of an application which amounts to a 
flat $10 on all applications in amounts up to and including $10,000 
and one-eighth of 1 percent of the amount requested on all applica- 
tions in excess of ae and finally, a borrower is required to pay 
a fee of one-eighth of 1 percent in those cases where an extension of 
the period of loons in excess of 4 months after the loan has 
been authorized is requested by the borrower. 

I do not think the last change will be of any great consequence, 
considering that when a small-business man needs financing and comes 
to the RFC, he needed the money the day before yesterday, and once 
the commitment has been made, there will be no delay in taking it 
down. 
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Now, on the Defense Production Act, which Mr. Nelson Pierce 
touched on earlier, there are two phases: 

One, as he said, is this old V-loan guaranty program, known during 
the last war. The Federal Reserve Board is acting as fiscal agent for 
the military services and the other agencies who are authorized to 
ruarantee public and private finaneial institutions against loss. The 
REC, of course, is a public financial institution, and I can say the 
eet 2 weeks ago made its first such V-loan, in the amount of about 

700,000, for the production of cable for the Signal Corps. The au- 
thority is there and will be used when necessary. 

Now, Mr. Nelson Pierce also mentioned title II] of the same De- 
fense Production Act, which authorizes—and I think I will read this: 


* * 


* the RFC to make loans to private business enterprises for the expan- 
sion of capacity, the development of technological processes and the production 
of essential materials, including the exploration, development, and mining of 
strategic and critical metals and minerals. 

However, there are two catches there. To use that authority 

1) the President has to allocate the funds. We can use that authority 
within such amounts of money as the President has allocated therefor. 
I believe it is $600 million, (2) it must be certificated by the Defense 
Production Administrator upon the recommendation of one of these 
four agencies: the Department of the Interior with respect to metals 
and minerals; the Department of Agriculture, I believe with respect 
to some food products; the ICC with respect to transportation, and 
the Department of Commerce with respect to all other items. 

| have tried as best I can to outline and define for you the various 
lending facets under which the RFC may operate. IJ know it will be 
difficult to remember them all. The best advice I can leave with you 
is this: 

For an Arizona businessman having financial difficulties, go to your 
bank. If your bank is unwilling or unable to help you solve your 
difficulties, then come to the RFC. 

Now, of course, vour banks here are working fully in cooperation 
with the RFC, and they recognize all these various authorities. That 
is why IL say, go to your bank. Then if your bank cannot or will not 
help vou, then come to the RFC 

The State of Arizona is covered by the Phoenix branch of our Los 
Angeles RFC agency, which is located in the Heard Building, 520 
West Adams Street, Phoenix, Ariz. 

In summation, I have given you the best advice I can. Go to your 
bank. If it cannot help you, go to the RFC, where every effort will 
be made to help the small- business man to solve his proble ms, within 
the limitations which have been placed upon us by Congress and the 
President. 

I thank you. [Appl: Luse, | 

Mr. SHAVER. Thi ank ee very much, Mr. O’Donnell. 

The last speaker on our panel is the head of the Central Military Pro- 
curement Information Office. Before [ ask her to give you a talk, I 
would like just to give you one or two examples of what I meant this 
morning when I te alked about the cooperative attitude between the 
legislative and executive branches of the Government. 

Two weeks ago, I believe it was, a small-business man in the eastern 
part of the country called me and said, “I have been taken off the list; 
| am no longer on this industrial mobilization list. Why, I doa’t 
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know. Iam not asking for a Government contract, but if we should 
go into all-out mobilization, I want to offer my facilities to the 
Government. 

I called this young lady, Colonel Philipps. I think in about 72 
hours that company was back on the list, and we are still endeavoring 
to find out why it was ever taken off in the first instance. 

I just mention this case to impress upon you that we are working in 
harmony in the interest of the small-business men. 

l am very glad to have this opportunity to introduce to you Lt. Col. 
Bernice Philipps. [{Applause.! 

Lieutenant Colonel PuHitiprs. Mayor Neimann, ladies and gentle- 
men, as its name implies, the office I represent is a procurement infor- 
mation office. It was established about a year and a half ago by the 
Secretary of Defense to act as a guide service to businessmen in their 
dealings with the Government, and it was staffed by officer repre- 
sentatives of the Army, the Navy, and the Air Force, in order to make 
available one central place where businessmen could secure informa- 
tion concerning procurement for all of the military services. 

You have heard mentioned any number of times today that we can 
furnish you information concerning military procurement, but, to 
clarify that just a little bit, I would like to take a few examples and 
explain just how we can assist businessmen who want to sell to the 
Government. 

Let us assume that none of these gentlemen has ever attempted to 
do business with the military services before, and let us also assume 
that they all decide to start by writing a letter to the Central Military 
Procurement Information Office for guidance. 

The first individual manufactures an item of hospital equipment; 
the second one manufactures an item of photogr: aphic equipment; 
the third one, in the past, has been making leather jackets for sale as 
a civilian item. He is not sure what he would like to do for the Gov- 
ernment, but he would like to get into the procurement program 
And let us assume that the fourth one is a building contractor who 
would like to know how to get a contract for a military construction 
project. 

To the first individual, who manufactures hospital equipment, we 
would reply that hospital equipment, whether it be for use by the 
Army, the Navy, or the Air Force, is purchased by a joint agency. 
We would suggest to him that he write to the Armed | Services Medical 
Procurement Agency, giving them a complete description of his item, 
and te ing them th at he would like to receive consider ‘ration on their 
future requirements. When he has done that, he will be put on the 
bidder’s list, and, as the item he manufactures is required, he will 
automatically receive copies of the invitations to bid; the specifica- 
tions; the drawings, if any; and any other information he may need 
to submit his bid on that item. On request, he may be furnished 
information on past prices paid for the item. 

To the individual who manufactures an item of photographic equip- 
ment, we would re ply that photographic equipment is an item which 
is assigned for single service procurement and that it is the responsi- 
bility of the United States Air Force to purchase photographic equip- 
ment for use by all of the military services. We woul | direct him to 
write to the Air Matériel Command, Wright Patterson Air Force 
Base, Dayton, Ohio, describing his item and requesting that he be 
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placed on their bidder’s list. We would advise him further that, after 
he was placed on the Air Force bidder’s list, he would receive the 
Invitations to bid on all of the requirements of his item, for use by all 
of the military services. 

The third individual, who in the past has been making leather 
jackets, could convert his facilities to the manufacture of any number 
of items for use by the military. If he could make leather jackets, he 
would have heavy stitching machinery, and he could make leather 
cases, or gun covers, or duffle bags, or any number of textile items. 
There is no central procurement on any of those items. In order to 
aid him in his efforts to do business with the Government, we would 
make a list of all of the items we felt he could manufacture with his 
available equipment. We would send him a list of those items, 
together with a list of the applicable procurement offices for each one; 
we would explain to him that it would be necessary for him to write 
to each of those procurement offices requesting that he be placed on 
their individual bidder’s lists in order to receive all of the invitations 
to bid on the items that he could manufacture. After he had com- 
municated with all 6 or 12 or 14 of those offices, he could be assured 
that he would automatically receive bids from them. 

Our next individual is a building contractor. He would like to know 
about possible contracts for military construction in his area. We 
would advise him of the Army district engineer and the Navy public 
works officer who award this tvpe of contract in his particular area. 
We would further advise him that he should register with each of them 
in order to receive notice of any future military construction proje cts, 
and that, if he were interested in military construction projects 
throughout the United States, it would be necessary for him to register 
with all of the district engineers and all of the Navy public works 
officers. 

We would probably also tell him to communicate with the Atomic 
Energy Commission concerning construction projects, so that he 
could be placed on their list to receive notices if they were contem- 
plating any construction work in his area. 

In addition to this specific type of information, we would furnish 
each of these individuals the procurement guides of the Army, Navy, 
and Air Force, which give general information on selling to the services. 

| have samples of these booklets. They are Purchased Items and 
Purchasing Locations of the Department of the Navy, How To Sell to 
the United States Army and Follow Me, a Guide To Selling to the 
United States Air Force. I will leave these publications here after 
the meeting if you would like to look at them. All of them are avail- 
able on request from our office. 

We can also furnish _ pamphlet, Planning for Emergency Produc- 
tion, which explains briefly the pr ‘oduction allocation program and 
outlines the method for having facilities registered under the program, 

If a manufacturer offers a product which is purchased locally by 
each military installation, we send him a list of those installations and 
explain to him that his product is a local purchase item and that, to 
offer it for military use, he should visit the installations located in 
his area. 

We would also suggest that he visit the Federal Supply Service 
office in his area, the Atomic Energy Commission office im his area, 
and any others we felt might purchase his product. 
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If an individual has invented something that is new, or if he has an 
idea for improving an item that is already in use by the military 
services, we would be glad to guide him concerning the procedure to 
follow in introducing that item to the services. If you have questions 
which do not concern military procurement, and to which you cannot 
find the answers locally, and you do not know where to write, send 
them on to us. 

We will do one of three things: 

We will find out what you want to know and send you the informa- 
tion; we will forward vour letter to the agency which can answer your 
question; or we will tell you where to write to get your information. 

Would you like to take just a minute to write down the address of 
our office in case you want to use it at some future time? It is the 
Central Military Procurement Information Office, Munitions Board, 
Room 3D-760, Pentagon, Washington 25, D. C 

Ladies and gentlemen, since the first of the year we have answered 
many thousands of questions from our office by letter and we have 
personally directed thousands of businessmen in the steps they should 
take in securing contracts from the military services. We know from 
the businessmen that a great many of those people have been successful 
in securing contracts from the services. We want you to know that 
we will be glad at any time to answer any of your questions by letter, 
or any time you are in Washington, and wish to visit our office, we 
are there to help you and we will be delighted to do it. Thank Vou. 
[Applause.] 

Mr. SHaver. Thank you very much, Colonel Philipps. 

It has just occurred to me, and I think it is reall y significant, that, 
in the Munitions Board and the Department of Defense, we have 
three representatives of that agency here with us today—Harry 
Blythe, Commander Ashler, and Colonel Philipps—the three top 
people with whom we deal, and I think it is really significant that that 
Department sends out such well-qualified representatives. 

Now we are going right into the question-and-answer period, and 
before we do, Walter O'Donnell of the RFC has one announcement 
he would like to make. 

Mr. O’Donne tt. It has been our experience across the country, 
ladies and gentlemen, that people with financial problems are often a 
little reluctant to discuss them publicly in a gathering such as this. 
If you have any general financial questions you would like to ask, | 
would be glad to answer them from the stand. If you have any 
particular problems, I would like to introduce to you at this time 
Mr. Ray Pavey, of our Los a office, and Mr. Christie, of the 
El Paso branch, and also Mr. Gray Powell, of Dallas; all three of them 
will be very happy to help you in private discussions when and if you 
desire to talk with them. We are here and at your service. Thank 
you. 

Mr. SuHaver. While the cards are being assembled, I would like 
very much to present one of the other members here on the panel and 
let him stand so he can be introduced to you. Mr. Walter Elieson, 
of the Los Angeles regional office, of the Department of Commerce. 

Now, if we can have the cards containing the questions brought up 
to the table, we will start right into the question-and-answer period. 
While that is being done, there is one question that is being asked now. 
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One more question before we go into the question-and-answer 
period. Mr. Elieson would like to introduce the Arizona representa- 
tive of the United States Department of Commerce. 

Mr. Watrer E. Exinson. We have with us today the man who is 
in charge of the Arizona _ trict office of the United States Depart- 
ment of Commerce, Mr. Ernest Corbell, of Phoenix. 

Mr. Suaver. If any ueee ‘ntatives of trade associations or banks 
are interested in contacting the ECA with regard to counseling and 
field services, Mr. McCormick will be available and glad to talk to you. 

The first procurement expert on whom I shall call to answer ques- 
tions is Mr. Harry Blythe, on the subject of industrial mobilization. 

Mr. Biyrxue. | don’t think I ever did know what an expert was. 
[ was a salesman once, and | found about what a salesman was. He 
can sell it from the home office at a better price. 

What part can the building industry of this State or any State play 
in this rearmament program? 

In the Munitions Board and also in the National Security Resources 
Board they have an office of construction which under total mobiliza- 
tion, When the need came to do the thing which we had to do the last 
time, increase our facilities to the extent of 13.6 billion dollars, went 
to the place that they had to go to, which was the building industry 
in any particular locality. Doubtless they will do the same thing 
this time, but I think Commander Ashler might cover that question 
through the various Corps of Engineers in their procurement, so I 
will pass that over to him so that he won’t forget it. 

During our talks reference has been made to the manufacture of a 
specific commodity, that is one that is now operating. Can there be 
given a brief outline of a procedure to, say, for example, be followed 
by an organization in business as a service source, not a manufacturing 
source, but having actual potential equipment, manpower, and so 
forth, that could quickly change over into production, for example, 
custom machine shop, employing competent management, machine 
tools in current usage, and so forth? 

Well, I think we all had experiences of seeing what happened with 
automobile agencies, as one example, during the last war. They 
found they could not get any cars, so they “became manufacturing 
units very quickly and they did an exceptionally fine job, some of 
them employing 5 or 10 times as many people as they had ever 
employed as car agencies. I think that is what will happen in a case 
such as this. 

There is another question in this thing which I think I might bring 
up, because I think it ties in with this very thing. A machine shop 
such as this might be part of such a program: 

What would be the best procedure for small independent operators 
and subcontractors to use in pooling their resources in order to place 
themselves in a better position to handle Government contracts? 

Now, the reason I say this question goes into that, is that it might 
be very logical for a group of small companies to get together and tie 
in their facilities so that they might have a better opportunity to get a 
contract with the Government. That was done very successfully, not 
under any preconceived idea or plan, but just through the initiative of 
the pe ople involved. 

And the next question as part of this second question asked: Was 
there any “best”? plan evolved during World War II, or since? 
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Well, I partly answered that, by saying it was done by the initiative 
of the people themselves involved, in pooling their total potentialities, 
and I think that is exactly the thing they would have to rely upon at 
the present time and in the future, but certainly with a group of small 
people, for instance, taking the stamping business, with which I am 
very familiar, we have a very limited amount of machining; we have 
very limited sicinaiaial of welding, but we are tied in definitely at the 
present time with a small oiling company and with a small machine 
shop, and we have already obtained several small subcontracts, using 
the facilities of the other two. We are taking contracting and sub- 
contracting. ‘There is the case of a subcontractor to a subcontractor. 

In pooling, if you go as a prime contractor, some one individual 
must take the subcontract. 

There is no one ‘‘best’’ plan, except for the initiative of the people 
in there going out as a total front, offering your services as a unit. 
When you are considered, you are considered as a whole instead of as 
just one individual. 

Another question: What department will actually have jurisdiction 
or will make decisions regarding the statement that | make of taking 
industry where the manpower 1s? 

Well, at the present time that would fall under the Munitions Board 
and the National Security Resources Board, both of whom have offices 
dealing with manpower, who would have a lot to say about it when we 
come to a mobilization situation when manpower becomes searce in 
any one locality. 

Up to now we have been dealing only with the factor which Com- 
mander Ashler touched upon this morning, when he talked about areas 
short of manpower, and under those areas the preference, which you 
had under the law to give a contract to that area, where there was an 
excess of manpower, providing the bids were even, and, of course, in a 
total emergency, which we might have here, which the President might 
ask for and which might be given, we could bypass the present laws 
which govern procurement. We definitely would go probably more 
to negotiated contracts and probably more to tying in current procure- 
ment with industrial mobilization. 

Another question: In the interests of small business will big busi- 
ness cooperate, or will it continue to press for amplifying their own? 

Well, of course, we are all selfish, and big business, as long as they 
have idle space and idle manpower, there is no question but what they 
are going to try to fill up their own plants first. That is the reason we 
have a Mr. Shaver, and that is the reason that he is your “bird dog” 
at Washington, in the Select Committee on Small Business of the 
Senate, to see that small business gets their share of the business. 
And that is the reason we are out here to try to work out the program 
to see that you know as much, at least, about what goes on as they do. 

I do not think we have to worry about the answer to this thing at all 
if we went to total mobilization. They will be at your door begging 
us, as they were the last time. 

But what will we do in the meantime? We have to live in the mean- 
while as small companies, therefore we are concerned with such a 
question. Weare trying to do all we can in representing you at Wash- 
ington as your representative of small business. so see that you get 
your share. 
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Here is a question: Defense plants usually install their own produc- 
tion departments. When several such plants come to a community, 
necessary duplication of these facilities often develops. What can a 
local paint company do to supply some of the desired services and pre- 
vent the necessary duplication of machines and men? 

Well, frankly, | don’t think I am qualified to answer that question 
as specifically as it probably should be answered. There are no 
rules or regulations covering that, because all that could be done 
would be for the fellow who has the facilities available to go with these 
facilities to the company that is coming in or the company that is 
growing, and say, “‘Look, you don’t have to worry about this problem, 
you will have a hard time getting manpower, we will do that service 
for vou.’ 

Are sources for procurement in terms of plant facilities adequate? 

Under the present situation, absolutely ves. Only a small pro- 
portion of the total facilities have been used under our present 
mobilization. With the reduction of the automobile production, for 
example, which you have been reading about of 25 or 30 percent, and 
with the other industries affected by the shortage of materials, and 
so forth, I think hat would automatically mean that we have in the 
picture at the present time and we will have plenty of plant facilities. 

As a matter of fact, the Office of Manpower and the Office of 
Construction in the Munitions Board have had very, very little to 
do except paper work. They have had to make no decisions regarding 
whether or not extra facilities were necessary. 

Now, the next question to that I think is answered already: 

If not, what is being done for conversion of existing facilities for 
needed items? 

The answer to that question comes in the tying in of current 
procurement with industrial mobilization under a great deal bigger 
mobilization plan than we have at the present time. 

Now, there have been in the plan of mobilization a great many 
plants that have been studied. There are some 40,000 plants that 
have been allocated to the Army, Navy, or Air Force to be used by 
whatever Department they are allocated to under total mobilization. 
That is all part of the master plan. It has all been put on IBM 
machines, and when a certain item comes to the point of where the 
immediate demand is greater than the source is at the present time, 
they pull out the program and they see that this plan has been 
allocated to that, that plan to this, this plan has been turned over 
to the Department and the Department begins to spread out their 
wings a little bit in contacting more people, but at the present time 
I dare say there is an average—and Commander Ashler would know 
this better than | do—of at least 25 or more people that are putting 
in bids on every item that is being asked to be manufactured, so 
that there has been no need for converting existing facilities into 
anything else 

With one or two very unusual situations, such as taking the big 
air plant in Cleveland, Ohio, the Fisher plant, designed for B-29’s, 
having been taken over-by Cadillac for the manufacture of tanks, 
and if you take a look at Life magazine for this week you will see 
what has happened to that plant, but that is about the only major 
plant that has actually been converted. There have been several 
others that have been assigned, but the only one where in a relatively 
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short space of time machines will be humming and some eight or 
ten thousands of people will be employed. 

Mr. Suaver. Continuing the procurement question and answer 
period, I should on to call on Commander Ashler. 

Commander AsHier. The nice part about having two folks here 
in uniform is that you can always pass the buck. {Laughter.] Colonel 
Philipps is getting all the tough questions. 

[ have two questions here which are rather similar. I shall read 
both of them and try to answer them at the same time: Military 
contracts seem to be hurry-up orders that must be completed in, say, 
3 to 6 months. 

That fellow hasn’t seen any hurry-up orders if he thinks 8 to 6 
months is a hurry-up order. 

Be that as it may, a manufacturer may have an unused capacity 
of 25 to 40 percent which he would be glad to devote to Government 
orders, but to handle most contracts he would have to devote all of 
his capacity to it for 4 to 6 months. Then it would be all over and 
he has no assurance of getting another order. 

That is correct. 

Meanwhile, his civilian business has gone to pot, and may never 
come back. That is why small-business men hesitate to bid on 
Government contracts. Can anything be done to remedy this situa- 
tion? 

I will answer that first. The answer is ‘‘yes’’; and something has 
already been done to remedy that situation. Unless the invitation 
for bid specifically states otherwise, a bidder is permitted to make a 
proposal on all or any part of the quantity desired. In this particular 
case there is no reason why the man could not have figured out how 
many of the units required he could have produced with his unused 
capacity and make his bid accordingly, then keep on with his civilian 
business. But that particular phase of step-laddering bids, as we call 
it, takes care of the problem. 

For example, in the past we have put out bids consisting of, say, 
nine items. Item I is 1,000; item II is 2,000, and so on, until item IX 
is 9,000, all identical. You could bid on any one of them. Or, if it 
is all dumped together, say, 36,000 items, it is your prerogative to 
figure out how many you can make and bid accordingly, and if you 
have the low price on that quantity and other factors are equal, and 
you are a qualified bidder, you will get the award. 

Why is the time limit between publication of bids and the closing 
date so short, 8 to 10 days sometimes? It would be hard for us in the 
West to secure specifications, estimate, and make the deadline. 

And, another questions, in the same vein: 

We are on the bidding list for the articles we manufacture and we 
do receive bids. However, by the time we receive the bids so much 
time has elapsed that only a day or so remains for us to figure the 
specification and submit a bid. This, of course, is impossible. 

Well, we have two different situations here. One is the man who 
reads about the procurement in the United States Department of 
Commerce Synopsis of Bids. Then he writes for the invitation and 
he gets the invitation, and he finds out the specifications and drawings 
are not with the invitation. So he writes for the specifications and 
drawings, and by the time they come back, the opening has probably 
taken place. 
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What can that man do? 

The first thing he should do when he requests his bid, after he has 
seen the item on the synopsis, is to specifically ask for all applicable 
drawings and specifications; secondly, it is my personal positive view 
that the Department of Commerce Synopsis of Bids is only a tem- 
porary crutch for the businessman, to aid him until he learns which 
of our military procurement offices is interested in buying his product, 
and after he reviews those daily lists for 2 or 3 weeks or maybe 2 or 3 
months, he will notice that certain items are repeatedly bought by 
the same offices. Now, the intelligent man is not going to go on 
reading about that, but he is going to contact that office and say, 
“Look, the next time you have one of these, send me an invitation to 
bid directly, so that I won’t have to lose that time by sending in for 
the information.”’ 

Now, as to the second part, the short lapse of time between the 
actual issuance of a bid and the opening date is something which has 
us concerned at the moment. Before the Korean situation we had a 
concerted campaign which was so successful that in many instances 
in certain technical branches of the Army, Ordnance particularly, we 
had a time lapse from the issuance of the bid to opening to upward 
of 50 days. Then came the 24th of June and we discovered we 
needed a lot of things—vesterday. Consequently we have to get 
these items quickly. We can brook no delay, and until we fill up 
our pipelines, our supply pipelines, and until we get a steady flow 
of material to the fighting fronts, | am afraid we have to stick to this 
relatively short time between the publication of the bid and the 
actual opening. 

Now, while some of you might be having difficulty, it will be inter- 
esting to note that even though we are under present conditions giving 
rather short opening dates, we are still having no difficulty in getting 
the material, which means that somebody, if not everybody across 
the board is in a position, and not always a large company, by the 
way, but somebody is in a position to give us that material. Conse- 
quently we have no alternative but to continue satisfying our require- 
ments. 

However, I can assure that once those pipelines have been filled 
up we will again be back to a minimum of 30 days between the pub- 
lication of the bid and the actual opening, wherever practicable. 

Are all contracts to be competitive bidding, or are lists of other 
articles needed furnished, if we are on the mailing list, from the different 
procurement offices? 

All contracts are not let on a competitive-bid basis; that is, strictly 
speaking. We get competition in all our procurement, but we have 
two separate phases, one which we call advertised procurement, and 
the other negotiated. Now, the difference essentially is this: 

In the advertised procurement we broadcast by way of an invita- 
tion to all who are interested in our requirements, and then all who 
are interested in supplying those requirements come back and offer 
us a firm price. 

In negotiation, we seek out those individuals whom we know either 
through past experience or through national reputation can positively 
do the job that we want done within the time we want it done. We 
call those fellows together and they compete, either over the table or 
over the telephone, and we dicker back and forth, just as you might 
haggle with a shopkeeper. That is negotiation. 
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Now, it is not the prerogative of the procurement officer to deter- 
mine whether we shall advertise or negotiate. We are obliged to 
advertise unless we can satisfy 1 of 17 sets of conditions that are 
set forth in the Procurement Act. Briefly, they run something like 
this: 

If they are buying under $1,000 we can negotiate, because we found 
that the administrative cost might frequently exceed the cost of the 
item if we advertised. 

heitien of a secret or confidential nature, we can negotiate. 

Anything we buy and use overseas we can negotiate. 

In case of a national emergency or public exigency, we can nego- 
tiate. 

Where the procurement demands a large outlay for machinery and 
equipment and we usually pay for it, we are permitted to negotiate, 
and so on. 

But each time we do that we must confess to the Congress that we 
have taken that action. 

Now. this is a point we should not forget: Those with whom we 
negotiate are taken from the same list as those to whom we send 
invitations to bid. There are not two separate lists, so if you are 
on the bid lors list and you have performed in the past, you stand 
an excellent chance of being called in to negotiate on a procurement 
which we feel sure you are in a position to satisfy. 

Finally, what is the Government’s attitude toward, and does the 
Government offer any assistance to individuals who do not produce 
themselves, but act as middlemen in securing the contracts and then 
subletting them to producers? 

This is the man who has his office in his hat. We will not knowingly 
do business with that man. In an eflort to prevent our doing business 
with him we usually try to make what is known as a preaward survey. 
Let us assume that somebody we never heard of comes in with a low 
price. We will send somebody out to determine whether or not he 
has the financial background, the machinery and equipment, and 
ostensibly a source of materials, and we must satisfy ourselves that 
that man is a regular dealer, supplier or manufacturer. But we will 
not knowingly give it to this type of individual. 

Now, w "¢ ‘re this man can be of service is as a representative of one 
of you or a group of you, to trac ‘k down procurement information, to 
track ioe spe cifications, to find out what the last price paid for the 
item was—in other words, your leg man, your representative in 
Washington. Those of you who have large companies have repre- 
sentatives in Los Angeles, San Francisco, Chicago, and New York. 
There is no reason why you should not have one in Washington, if you 
so desire, but we maintain that you do not need one because, as Mr. 
Shaver and everybody else here, particularly Colonel Phillips, has 
told you, we try to act as your repregentatives. If you want any 
information, if you want to find out what the last price paid was, we 
can do that for you; we can track down specifications. 

However, if vou do hire this type of individual, one thing you must 
watch out for is this: If you hire him as a regular employee, as you 
would a selling agency, to dispose of your product, and you send him 
out in a wide fashion to get whatever Government business he ean, 
that is all right, you can pay that man a commission or a salary, or a 
fee. But you cannot hire an individual to get for you a specific con- 
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tract. When you do that, you stand, first, either to lose the contract 
entirely, or to have deducted from the price that you quoted the 
Government the fee or double the fee that you paid the individual 
whom you confess got that contract for you. [Applause.] 

Mr. Suaver. Continuing the defense procurement information 
question-and-answer period, | shall now ask Colonel Philipps to answer 
the questions. 

Colonel Puiuirrs. The first question is, How do we get specifica- 
tions for Army and Nav y soap powders and bar soap? 

Specifications for any items are available from the procurement 
activity that buys that item. In the case of soap and detergents, 
the quartermaster purchasing office in New York at 111 East Sixteenth 
Street, the Navy purchasing office at the same address in New York, 
and the air material commander at Dayton, Ohio, all can give you 
specifications on soaps and detergents. 

if the person who asks that question will come up later, I will 
give him those addresses. 

What part can the building industry in this part of the State play 
in the rearmament program? 

As I stated before, in registering with your district engineer, your 
Navy public works office and your Atomic Energy Commission con- 
struction office, which covers the area, you can receive notification 
of any construction that will be taking place in this part of the coun- 
try. Also, you can play a part in the opening or reopening of any 
military installations in this part of the country. That work also is 
handled through the district engineers and by being registered with 
them you will receive notification of it, and I have a list of all the 
district engineers and all of the Navy public works officers. 

If the gentleman would like to have that list, he is welcome to it. 

[ have a small factory building and sell redwood outdoor furniture 
and canvas waterproof cushions. Of what use can I be in prime or 
subcontracting, and with whom shall I make contact? 

Kirst of all, the Daily Synopsis of Bid Information carries a great 
many items made of wood. I notice three or four items on here just 
now for blocks, carving boards, pastry boards, wooden-top tables and 
various items like that. I would suggest that you follow the Daily 
Synopsis of Requirements and bid on ‘anything that you see in there 
that you are qualified to make. If you would like to write to us we 
will give you a list of the wood items that the military services buy, 
so that you can write to the various purchasing offices and be put on 
the bidders lists for those items. You can also follow the weekly 
list of contract awards and find the prime contractors whom you 
think you might be able to subcontract for and contact them directly 
for subcontracting work. 

I wish to get more details on the possibility of selling beeswax to 
the Government. In the past 20 years I have handled up to 50,000 
pounds of beeswax per vear. 

When the military services buy beeswax, it is a local procurement 
item. Generally this gentleman should follow the list of contract 
awards and attempt to sell to the prime contractors, such as sail- 
makers, ski manufacturers and various manufacturers of that type 
who use beeswax. ‘The military services buy very little direct, and 
when they do it is purchased locally. 

Thank you. [Applause.] 











SMALL BUSINESS CLINIC 55 


Mr. Suaver. I should like to call upon Mr. Nelson Pierce to answer 
some questions relating to the Department of Commerce. 

Mr. Pierce. This question is: Local aluminum foundry has a 
defense order for castings. Has DO orders but cannot get pig alum- 
inum from past suppliers. What is the next step? 

Well, I should say that in this particular case, if the person who 
asks this question will write to me—and you will find my name in the 
program today—and address me at the De partment of Commerce, 
giving me all of the information that you can give me, give me who 
your normal suppliers have been, how much you got from them in 
1948, 1949, and 1950, what companies have refused your orders, 
and when they refused them, or whatever they said they could do 
about it, I will ask our Aluminim Division to get into the matter and 
see if we can’t get you to get the pig aluminum you need. I am quite 
sure th: at with a DO order, we can. 

I would like to say two or three things about this type of question. 
Incidentally, Mr. Shaver and I work very closely together and 
when you write to him about some problem that has to do with the 
Department of Commerce, the chances are that if it is a very urgent 
request, he will call me up on the phone and ask me to get into it, 
otherwise he will send me down the information and I will get into it 
as rapidly as possible. 

There are a couple of things that are really headaches. They are 
headaches to you, and certainly they are headaches to us. One of 
those things is the person who accepts a contract, not a defense con- 
tract, as in this case, but a contract to manufacture some item, when 
he has absolutely no assurance whatever that he is going to be able to 
get the material from which to manufacture, and you would be sur- 
prised how many cases like that we have, where the Government is 
then expected to bail them out. 

Perhaps there is a penalty clause on the matter and they come in all 
hot and bothered, and about 6 times out of 10 you find out, when you 
get to tracing it, that they really have not tried too hard to get the 
material themselves. They just come to the Government expecting 
help of that sort. We expect that you folks will exhaust your own 
initiative before you come to us. Let us handle the problems that are 
really pressing problems, because we do have a great many of them. 

The second thing, and this is a headache to you, is this: 

You would be surprised how many people write to the Small Busi- 
ness Committee or direct to the Department of Commerce, and say, 
“T need material of this type or that type to do this or that thing,” 
without giving any idea of what amount of material they need. Give 
us all the pertinent information that you possibly can; otherwise, if 

you write to check that material is going to come down to us; we are 
going to have to write back to you and ask you for the ‘deeeaahiam 
that we need in order to go ahead. Tell us, for example, whom you 
normally get your supplies from; what amounts they gave you in 1948, 
1949, and 1950, because it m: iv be that we are going to have to go bac kK 
to those pe ople and say, “Look, in 1948, 1949, and 1950 you gave this 
outfit X percent of the total amount that they got. Now, can’t you 
do at least that much now?” And we may have to go to two or three 
different sources of your normal supply in order to pull together a 
sufficient amount to cover your needs. We want to help you, but you 
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can help yourselves tremendously by giving all the facts that you think 
are pertinent for us to work with. [Applause.] 

Mr. Saaver. Thank you, Mr. Pierce. 

The next man I shall call upon is Mr. Walter O’Donnell, to answer 
some financial questions. 

Mr. O’Donnett. Does the RFC grant loans for the development 
of new business, not in production? 

[ should say such an application is eligible for consideration. It 
will depend on the facts of the case, as to whether, from a credit 
stan dpoint, such a loan could be made. It is eligible. The only way 
to fir id out is to present your case. 

Does the RFC grant construction loans for new industrial enter- 
pris s? 

Yes; we do. The same idea. Come in with the facts, all the per- 
tinent information. Credit judgment will have to be made. Such an 
application is eligible. That is the best I can say, but it is eligible 
for consideration. 

Does a man get a loan from RFC to refinance such things as plant 
equipment so as to lighten the monthly overhead cost? 

Yes; such loans have been made. There is one difficulty, however. 
The RFC law has a prohibition in it, to the effect that the RFC may 
not extend credit where it is otherwise available. Now, if this man’s 
monthly installments on his machinery and equipment are too heavy 
and his earnings won't permit him to make them, and he cannot work 
out any kind of arrangement with the bank or the manufacturer or 
whoever holds his obligation, conceivably he could justify making such 
loan, but you realize that the RFC in that case has to justify the loan, 
on the score that it means keeping the man in business, because othe r 
wise the immediate answer is, ‘Well, credit is available to him, but 
in this case I can only assume that the credit is too heavy to amortize 
over the restricted period.’’ We will be glad to consider it, and it is 
eligible for consideration. 

How will the declaration of a state of national emergency affect the 
regulations of the RFC? 

That will take a little answering. The peacetime law under which 
the RFC operates, of course, was written by the Congress, and the 
President cannot change it. The law can only be changed by the 
Congress. However, the President does not have to change it, be- 
‘ause, under the Defense Production Act, and I just got the act and 
picked up a few quotes here, the President has about all the authority 
that you can possibly have in the great outdoors of Arizona. 

Now, I earlier pointed out to you that the RFC may make certain 
loans under certain terms and conditions; receiving a certificate from 
Commerce, Agriculture, Interior, as the case may be; to expedite 
production and deliveries of services; to aid in carrying out Govern- 
ment contracts for procurement of materials, or the perform: ince of 
services for national defense, the President may make provision for 
loans to private business enterprises for the expansion of capacity, 
development of technological processes, and so forth. Such loans may 
be made without regard to the limitations of existing law. 

That is the delegation of the President to authorize the RFC either 
on the basis of this certificate or directly to make loans on a secured, 
partially secured, or unsecured basis on such terms and conditions as 
he may set, the only limitation being, if financial assistance is not 
otherwise available. 
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On a defense basis, in all probability other financial assistance would 
not be available, so it would not have any immediate effect on the 
RFC 

These powers which he obtained under the Defense Production 
Act are in effect today, but he has full authority to make any changes 
necessary at any time to further our defense effort that he may con- 
sider necessary. So it would take, in my opinion, it would require a 
second step on his part to change the regulations under which we are 
pre se ntly oper: iting. 

Thank you. 

Mr. SHAver. They would not let Commander Ashler get away 
with just three or four questions, so they have directed one more to him. 

Commander Ashter. What would happe n to a bid that is made 


with a clause in it, to do the job if material is availab.e? 
The same thing would happen to that bid as any other bid which 
is sent in with a condition such as an ese sates clause: “This is my 


price, if you will give me an escalator clause to cover the rising price of 
materials.”” If everybody did it you would be given consideration, but 
the chances are that competition ts still so keen that any bid which is 
sent in with such a proviso would not get any consideration, because 
there are others who are willing to do it without such a clause. After 
all, when we do give you a contract, one of the things we are paying for 
is your ability to get material. We give you the hunting license in the 
form of a DO priority. The rest is up to you. [Applause.] 

Mr. SHaver. Mr. Maaske of General Services Administration ad- 
vised me that he has some additional information with regard to that 
redwood furniture question. I would like him to come on up and 
answer it, please. 

Mr. Maaske. I just wanted to supplement the information that 
was given a little while ago and very ably by Colonel Philipps regarding 
the question raised on redwood furniture. 

It so happens that the General Services Administration is buying 
aoa time to time furniture made of redwood. We are doing that in 

California, and in some instances as far out as Arizona. We need 
that type of furniture for outdoor requirements for the Federal 
civilian agencies in these three States; so, if the party who raised that 
question would like to get on the bidders’ list of the General Services 
Administration, we will be very happy to do that, if you will just write 
me your name or write a letter into our Los Angeles office, at 1031 
South Broadway, which we gave out in the morning talk. 

There is only one other comment I would like to add, and that is 
that I have already received some eight or nine firms who, in response 
to the information given this morning, have asked to be added to the 
bidders’ list for General Services Administration herein the Pacific 
Southwest area. If there are still additional names that you want to 
get added to that list and don’t care to write us at Los Angeles or 
San Francisco, be sure to see me before the meeting closes and we will 
be very happy to add you to that list. 

Mr. SHaver. Thank you, Mr. Maaske. 

I would like to make one general comment regarding the whole 
panel before we close this session and turn it back to Mr. Goyette. I 
know that many of you are planning or anticipate at some future time 
to write a letter to Senator McFarland, Congressman Patton, Phil 
Ashler, or Harry Blythe. Let me urge you to write, but write to only 
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one person because they will all end up in the same place, asking 
Colonel Philipps or Commander Ashler to get us the information, and 
if they have five requests, they will have to make five answers, so 
please write to only one. 

Now, in conclusion, before I turn the meeting back, I would like to 
express the appreciation of the panel for the very courteous manner in 
which you have received us. It is a tribute to you business men and 
women. Particularly I would like, on behalf of the panel, to express 
our appreciation to the local chamber of commerce, to the other 
chambers of commerce which have come from other cities, to the civic 
organizations, your mayor, and to the manager of the hotel. All have 
been wonderful to us. We hope we have been of some assistance and 
service to you, and we certainly look forward to serving you further. 

Thank you very much. 

Mr. Gorerre. To Mr. Shaver and to the other members of this 
fine panel that have honored us with your presence, and to those of 
you who have honored us by coming from such long distances, we are 
deeply grateful. 

I want to say this one thing for the record: We have gotten far 
more out of this than we anticipated. I am sure that the constant 
presence of these people throughout the session will prove my point 
to you. 

Thank you so very much for coming, and come back again very soon 
and visit Tucson. [Applause.] 

(Thereupon, at 4:10 p. m., the clinic was concluded.) 
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ADDRESS OF JESS LARSON, ADMINISTRATOR OF GENERAL 
SERVICES 


AT THE GOVERNMENT SMALL-BUSINESS CLINIC, 
OKLAHOMA CITY, OKLA. 


Saturday, December 16, 1950 


Sponsored by Industrial Defense Conference, Called by the States of The Magic 
Circle, Convention Hall, Skirvin Tower Hotel 


OKLAHOMA City, OKuA., December 16, 1950. 

The Government Small Business Clinic convened at 10 a. m. 

The meeting was called to order by Oscar Monrad, vice president, 
First National Bank & Trust Co., Oklahoma City, Okla. 

Chairman Monrap. May I appoint George Phillips as chairman 
of a committee to pass out the cards. 

Gentlemen, will you come to order so that the panel of speakers 
can come on the platform. 

Be seated, gentlemen, and get comfortable. 

I am really sorry that we have had this delay, but unfortunately 
our plans for the recorder were not completed as we thought they 
were 

Thank you very much for sticking with us through this meeting. 

From the fine sessions of yesterday, I think you are going to find 
that you will be amply paid this morning for your attendance. I 
think you are going to be most fortunate in having before you men 
that cannot only give you a lot of information, but who can answer 
a lot of questions which you are going to want to ask. You have the 
basic facts as a memo in front of you about selling to the Govern- 
ment, and now we are going to start this panel discussion this morning. 

You see before you representatives of the Small Business Clinic, 
sponsored by the Senate Select Committee on Small Business. This 
committee was formed about 9 months ago. It is the first time in the 
history of the United States Congress that the Senate has had 
committee of this type. 

In our part of the country practically everything is small business 
and the questions that are uppermost in our minds and the informa- 
tion that you are going to get primarily is geared to small business. 

The man in charge of this program is Charles E. Shaver. He is a 
man who, you might assume, would be from Washington, but he is 
from Illinois. He is a graduate of the University of Illinois. He is 
a graduate of Georgetown Law School. He was former counsel to 
the Banking and Currency Committee of the United States Senate. 
He served 3 years in the Navy. He has been in Washington for 15 
years. Certainly in that length of time and with that background 
you are most fortunate in having the leadership of this fine panel in 


Mr. Shaver’s hands. 
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i give you Mr. Charles E. Shaver, who is going to take over from 
here. [Applause.] 

Mr. Cuarues E. Saver. Thank you very much, Mr. Chairman, 
and on behalf of the members of the panel, I want to assure you that 
1 will not usurp Mr. Jess Larson’s place. 

It is a privilege to be here asa representative of the Select Com- 
mittee on Small Business, and it is certainly gratifying to me to see 
so many businessmen represented here. My purpose is very briefly 
to discuss with you the functions of the Senate Small Business Com- 
mittee: What are we doing and what do we propose to do? 

I would like to state that we feel that there are represented here on 
this platform—those people in Washington whom you would want to 
see if you went to Washington. That is why we are trying to bring 
Washington to Oklahoma City and the surrounding area. 

But first of all I shall call upon an Oklahoman, who needs no intro- 
duction to any of you. He is one of the able administrators in Wash- 
ington. I am very pleased and ne to have the opportunity to 
introduce the Administrator of the General Services Administration 
who will, among other things, give you his definition of a bureaucrat 
Jess Larson. |Applause.] 

Mr. Jess Larson. Thank you very much, Mr. Shaver. I think 
these people, since I have been with them yesterday and today, are 
getting somewhat tired of me, so | am going to cut my remarks short. 

I have not for some time been part of this panel, although I am 
familiar with what it is doing. As the officer of the Government 
responsible for the procurement policies of the civilian agencies of the 
Government, I am not only deeply interested personally in the small- 
business man’s problem, but I have been directed by the President 
to see to it that the procurement policies of the civilian agencies of 
the Government are so formulated and promulgated that small busi- 
ness will receive its just share of the taxpayers’ procurement dollar. 
All executive agencies of the Government have been requested to 
encourage the participation of small business in their procurement by 
carrying out the following policies: 

(a) Dividing requirements into such reasonably small lots as will 
permit small-business concerns to bid; 

(b) Permitting bids on less than total quantities specified ; 

(c) Timing submission of bids with the interest of small business 
in mind; 

(qd) Scheduling purchases and distributing awards on a local 
decentralized basis to assist small business. 

We have been working with the legislative branch, as Mr. Shaver 
has indicated to you, with the Military Establishment—the Depart- 
ment of Defense—and the other departments represented here, includ- 
ing the ECA, the RFC, and the Department of Commerce. 

I think that the Government has made real progress in carrying 
out the policy which Congress has established ey law; that is, that 
in allocating the procurement programs of the Government due con- 
sideration shall be given to small business. We have the responsi- 
bility for the over-all procurement of the common-use items for the 
Government. The expenditure for military supplies is, of course, the 
largest item. In 1949, 8 billion dollars were spent by the Government 
for materials, supplies, and equipment; 7 billion dollars were spent 
by the military services. You can see how much more important the 
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military program is to your business if you are interested in partici- 
pating in the Government’s buying program. However, we have a 
common responsibility of bringing to the taxpayer the most for his 
dollar spent for taxes, in addition to seeing that small business gets 
an opportunity to participate in providing its Government’s needs. 
I have directed all procurement officials of the General Services 
Administration in the administration and performance of contracts 
to give due consideration to the small-business man. 

Now, for a good many reasons which I shall not go into, dealing 
with the Government has certain drawbacks. I was just talking to 
an old and dear friend of mine here in Oklahoma, and recalled that 
the manner of doing business has been rather simplified all through 
the years. Somebody calls up and says, “I will buy so many gadgets 
from your plant.” Maybe it amounts to $100,000. The gadgets 
are shipped out in due time. He is billed and his cashier writes a 
check and mails it in payment, he hopes, and that is all there is to it. 
However, ““‘When you deal with the Government,” this man says, 
“vou have 47 different forms to fill out.”” Well, that is discouraging, 
but when you handle the public’s money, the representatives of the 
public insist upon certain records being kept. There must be certain 
assurances that the public money is being accounted for, and perhaps 
we go overboard in that regard, in accordance with your standard of 
accounting, but we cannot be too careful about the taxpayer’s dollar. 
We are trying to minimize these obstacles that would be in the way 
of anyone doing business with the Government. 

Another problem and responsibility of the General Services Admin- 
istration is the standardization of specifications. One study revealed 
that one coupling was purchased from about five different sources. 
It was the same coupling, but the price ranged from around $11.75 
per coupling up to $47.49, or some figure like that. It took up 
storage space in four or five different bins and complicated the records. 
There is a saving in price by procuring only one type of coupling 
and also a saving in space and records. That is tied in, as you can 
readily see, with standard specifications and is really practical. It 
was learned that orange marmalade was packed in cans of a certain 
shape because one doctor found that he could pack more of them in a 
refrigerator if they were made in an odd size. This also appears to 
be true insofar as the packing of the lowly and unromantic sardine is 
concerned. We will go back to Washington and attack this problem 
with renewed vigor. 

Now Mr. Shaver said that I would tell you about a bureaucrat, and 
to do that I would be going over into Harry Blythe’s’ story telling. 
This is my favorite spot on the program. I have heard these fellows 
before, and I can tell their stories for them, and leave them hanging 
in the air. When I finish I am going to get out of the room and go 
down to Chickasha and visit my mother this evening before I go back 
to Washington tomorrow. The Lord only knows when my mother 
will see me again, so she is entitled to see me while I’m in the neigh- 
borhood. 

But this is a thoroughly practical program. I have followed it 
from the beginning and it has been most constructive from the time 
I sat in on General McLain’s discussions yesterday. I think these 
people will have so many answers to the things that are bothering 
you, that there will be no questions to ask. You people who want 
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to convert your productive capacity into production for the Govern- 
ment will get all the information you need. It is perhaps unfortunate 
that these bureaucrats that come from your communities—Okla- 
homa, Arkansas, Missouri, Nebraska, Iowa, and Kansas—are not 
awe-inspiring characters. They are from your home towns, and they 
are just like you are—human beings. They react much the same 
as human beings. But in Washington there is an occupational 
hazard which makes you kind of gun-shy. Harry Blythe says a 
bureaucrat is a fellow who never signs a letter that he dictates and 
never dictates the letter that he does sign. [Laughter.] 

Somebody else, if 1 may introduce a partisan aspect in this meeting 
has said that a bureaucrat is a Democrat that has a job with the 
Gov nment that a Republican thinks he can do better. That is a 
good, wholesome situation, too, but we in the executive branches of 
the Government have been trying to wrestle with this problem of 
how to he ‘Ip small business. 

The Congress has said we have to do it, so we have settled down to 
try to find some practical means of doing it. The job is one of 
formulating and putting into action these things that the boys are 
going to tell you about, such as the distribution of information which 
has been arranged by agreement between the General Services 
Administration and the Department of Commerce every day to 2,500 
outlets in America. This gives you information as to what the Gov- 
ernment is doing, and all that sort of thing. In the course of the 
development of those procedures, getting “them implemented and 
published, something happened over in Korea, on the 25th of June, 
and things have speeded up considerably, with the result that we find 
it all the more important that we continue to keep smal! business in 
mind. 

At the end of the last war there were 250,000 productive small- 
business firms throughout America that were participating directly in 
the war effort, by the production of those things needed in the prosecu- 
tion of the war. As Mr. Shaver pointed out to you, 16 percent of the 
prewar small businesses went through the wringer in the period from 
Pearl Harbor to 1943, and some are going through the wringer now. 

I pointed out to those of you who were present last night and heard 
my modest remarks that one of the things which concerned me most 
was the difficulty of assuring the c sontinued operation of the thousands 
of small businesses that are dependent upon critical raw materials to 
turn out their end products—raw materials that have to be allocated, 
that have to be controlled, that in some cases are just not available 
because of conditions that exist in the world. But we have a situation 
today that is different from that which faced us in 1941 at the time of 
Pearl Harbor. 

I recall that in 1940 my information on administrative space avail- 
able in America, office space that you can go out and rent, was that 
39 percent of the existing office space in the 100 largest cities in 
America was available for rental. The Government could expand its 
rapid operations in various communities, and did so, without any 
problem of ae space in which to house the administrative opera- 
tions of the Government. Today there is less than 8 percent vacancies 
of administrative space in the 100 largest cities in America. 

That is indicative of how our economy has expanded. Today, the 
office space does not exist and, with certain exceptions, not to the 
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same proportion exactly but, in the same general trend, the same thing 
can be said of manufacturing space—of plant space. It just does not 
exist in the same proportions that it existed in 1941. Another problem 
that faces the General Services Administration is that of record 
management. There are 20 million cubic feet of records existing in 
the Government today. If these records were all brought together, 
they would fill a building six times as big as the Pentagon. This space 
costs the taxpayers an average of about $2.40 a square foot. These 
records have been growing ever since the Civil War and no one has 
ever done anything about them. It can be seen, however, that, even 
if we are able to cut down this great volume of records, considerable 
space will still be needed in which to store them. You can readily see 
that records management and buildings management are closely 
related. ‘Then when you add on top of that the responsibility of the 
management and storage of personal property such as furniture, 
typewriters, tractors, and that sort of thing, it is evident that space 
management is areal problem. Businesses that are in operation, that 
have been able to get the materials to keep them in operation, have 
been able to stay in business and to turn out goods for the civilian 
economy. Now the problem is not as it was in 1941, of going from 
50 percent production or 25 percent production, or no produc tion at 
all to war production. Now it is a question of transition from 100 
percent civilian production, in some cases, to 100 percent mobilization 
production, and that is an extremely difficult situation to meet. I 
want you to know that from the President on down there is deep 
concern in Washington about how to meet it. 

Now a lot of the trouble springs from a shortage of critical materials 
with which I have some familiarity. Among my other responsibilities 
in the Government is that of procuring for the stockpile, the industrial 
blood bank of America, the critical materials that are needed to prose- 
cute the war. 

Let me remind you that that stockpile has been the subject of some 
criticism recently, because people feel that materials that are critical 
should be taken out of the stockpile and be made available to industry. 
On that score, you know that the present world situation involves an 
enemy that has the potential implements to carry on submarine war- 
fare about 25 times greater than the Hitler regime had. So you can 
see what a terrific proble m our Navy has in keeping our sea lanes open, 
and with that situation I am sure that you do not want to dole out the 
blood bank at this time, and we are not going to do it. 

As a matter of fact, we have to stay in the market to keep the critical 
materials coming into the blood bank against the day when our sea 
lanes might be closed or largely so and this flow of critical items could 
not comein. The stockpile does not include only the items for making 
war or making implements of war. It also includes a sufficient quan- 
tity to carry on the essential civilian economy, which is, of course, the 
basis for prosecuting any war. So in this manner we try to get these 
stockpile requirements up to where they should be but, unfortunately, 
that situation does not exist today. There is going to continue to be, 
even though there is no declaration of war, a shortage of critical ma- 
terials, and among those critical materials are some of the base metals. 
One of them I spoke of last night is aluminum. I gave you an ex- 
ample of the venetian-blind manufacturer who has had to go out of 
business because he cannot get aluminum, nor can he get a defense 
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contract. I hope that Commander Ashler and Colonel Philipps and 
Harry Blythe and Walter O’Donnell and Mr. Pierce and Mr. McCor- 


mick will give you some information that will be helpful to you in that 
regard. 


Well, so much for that. 

Now this whole idea of helping small business has boiled itself down, 
at least in normal times, to a comparatively simple one. We made a 
survey of representative small-business firms throughout America, 
production firms, and in practically every case what the owner of that 
business told us was that he did not want any subsidy from his Gov- 
ernment; he did not want anything he was not entitled to as an Ameri- 
can citizen, but what he really needed was information. He needed 
to know what the Government was doing and he needed to know it in 
time to adjust his productive capacity to participate in the purchasing 
program. 

Now there certainly is something which the Government should be 
able to gear itself to do something ‘about, and these boys are going to 
tell you how the information is “being made available at outlets in 
every community in America every day. 

The other thing that goes along hand in hand with that is that the 
small-business man said when he got to Washington, he was confused, 
and I can understand why. He did not know where to turn or whom 
to go see, and he was passed from one person to another, and not only 
did he not accomplish anything, but he came away with an unfortu- 
nate impression of the processes of democracy. 

Now the solution to that, it was decided, was to make this informa- 
tion available outside of Washington by the civilian agencies, which 
had the responsibility of buying these things for the Government, to 
the greatest possible extent. So the General Services Administration 
decided to get out of Washington, insofar as the civilian agencies are 
concerned, because its procurement is largely for common-use items 
that are used by any department of the Government, such as office 
supplies, automobiles, aceessories to automobiles, gasoline, equipment, 
that sort of thing, to keep the buildings, the offices, and the shops of 
the Government running, things that go to make up the everyday 
administration of the Government. 

So we organized into 10 regional sections, 10 regions in the United 
States. The regions represented by most of the people here of the 
Six-State Conference are in charge of Mr. W. J. Holloway, in the Fi- 
delity Building, Kansas City. His office is equipped as of now to 
give you information about any common-use procurement program 
which the civilian agencies of the Government are undertaking. You 

can go to his office in Kansas City and get better information than 
you would if you came to Washington, and you can do it a lot cheaper. 

Oklahoma happens to fall, as it always has, under the influence of 
the State of Texas, so its office is down in Dallas, in the Santa Fe 
Building, where Carl Wallace, the regional director, can give you the 
same information. 

You know Texas is not represented at this Six-State Conference, 
and I can tell my story here, that some of my friends present have 
already heard. Oklahoma has always been intimidated—TI say this 
in good faith—by Texas. You never have to ask anybody from 
Texas where he is from—you know where he is from, because he will 
tell you, anyway. Sometimes Oklahoma has been referred to by Texas 
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as an outlying province of Texas, and we take exception to that, be- 
cause we know there ain’t nobody that can out-lie Texas. Anyw ay, 
we have an office in Dallas that is capable of functioning in the ca- 
pacity which I have indicated. This decentralization serves to get 
the procurement out of Washington and enables people buying what 
is used in Kansas City, in the Kansas City region, which is composed 
of six States, and for use in the Dallas region, which is composed of five 
States, in that region. 

Decentralization does not apply to technical equipment, nor does it 
apply to defense equipment, nor to most of the properties of defense 
equipment, but it does apply to the common-use items. Information 
as to military procurement will be given you as the program progresses. 

Now as I told you the thing that happened over in Korea sort of 
recast the tempo of all our activities in Washington, and you are going 
to hear something about that. Most of you, I think from what I have 
gathered in these 2 days, are interested in matters pertaining to 
defense production. 

As I told you last night, it is the present policy of the Government, 
to permit private industry to provide essential facilities. However, 
there are certain installations that private industry just cannot 
finance. Undoubtedly, there will have to be special legislation making 
provision for some Government construction such as we did in the last 
war. We hope it will be kept at a minimum. In short, it is contem- 
plated that private capital will meet the requirements of defense 
expansion insofar as it possibly can. 

Now it is needless for me to go into all the advantages of that. One 
of the advantages that I can certainly point out, and which you can 
quickly understand, is that when the emergency is over there is in 
charge of that property private enterprise that has a big stake and 
investment in it. The ingenuity and know-how and management 
ability of these people will be put to work to see to it that it fits into 
the civilian economy. 

I think we would have gone along a little more rapidly than we did 
in our reconversion from war to peace after the last war—maybe I 
should not even be talking about that with what is confronting us— 
but, anyway, the fact that the Government owned so many industrial 
installations which had to go through the expensive processes of dis- 
posal, was one of the things which slowed down to an appreciable 
extent the reconversion to peacetime operations. Do you know, all 
of you, to what heights our economy has arrived? It is today higher 
than at any time except during the peak war-production year of 1944, 
which shows that our economy has been running with the same 
momentum. 

Now the reason I emphasize this is because the Congress has made 
available, by Public Law 774, Eighty-first Congress, the Defense 
Production Act of 1950, certain sources of capital which fit right into 
private enterprise, and the development by private capital of the 
expanded facilities. It also provides for the accelerated amortization 
of 20 percent a year and, in the event your tax base is sufficient, you 

can write off your new expansion if it is tied in with defense production 
for a period of 5 years. 

I speak of guaranteed loans, available through your regular banking 
channels, if you have a defense production contract with the Govern- 
ment or the Government wants you to expand so that you can take 
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on a defense production contract. This loan is serviced through the 
Federal Reserve organization, _ own local banks, and your Federal 
Reserve regional office. The Government will guarantee the per- 
centage of that loan that the bankers indicate is marginal, because of 
the defense aspect of it, up to 100 percent, and you carry right on with 
your regular banking channels servicing the loan. 

Walter O'Donnell will tell you about the facilities of the RFC 
that regard. 

So, in the spirit of this entire meeting of the magic circle develop- 
ment program, which has been so inspiring and so successful to all of 
you who participated in it, I say again, a great deal of what you can 
do for the magic circle and your own community depends on your 
desire to go out and take advantage of these things and do something 
for yourselves. You’ve got to initiate the program in each instance. 

Now one more thing about small business, then I will turn this back 
to Mr. Shaver and the boys, who will give you more practical infor- 
mation on procurement than I am able to do, especially insofar as 
defense is concerned. I want to tell you an example of just how 
far your Government is going in trying to meet the situation which 
confronts us in assuring a continued flow of raw materials to the 
small-business enterprises throughout America. 

As I told you last night, we have recently negotiated an — on 
of the aluminum industry of approximately $700 million to be ex 
pended in increasing our aluminum production capacity ae a little 
more than 50 percent. ‘The Government is assisting in that by guar- 
anteeing the loans and by underwriting a certain amount of production 
from those new facilities. One of the provisions that the Government 
insisted upon in those contracts was that this new capacity which will 
amount to 500,000 tons of aluminum a year—that is a billion pounds 
of aluminum to those of you who think in pounds—that 66% percent 
of it cannot be used by the companies that are making it. That 
amount must be put on the market to be made available to the 
independent aluminum and metal fabricators throughout America. 

That was, of course, the subject of a great deal of difficult negotia- 
tions, because the Aluminum Co. of America, Kaiser Aluminum, and 
Reynok ls, the three principal producers of aluminum today, wanted 
more of that aluminum to put into their own integrated fabricating 
facilities. Realizing that the more aluminum that went into their 
operations, the more independent fabricators would be put out of 
business, we finally closed the deal on the basis of 66% percent of that 
metal to go to the independent fabricators. That is a concrete, 
tangible thing that the Government can do and is doing to help you 
in small business. 

I hope that as a result of this meeting here today you will participate 
in this program. Iam going to take off, as I indicated. Harry Blythe 
and Phillip Ashler can answer the questions that you might otherwise 
have directed to me better than I can. They will be here and will 
answer any questions for you. The extent to which you get full 
benefit out of this meeting will be the extent to which you have a good, 
practical, sound question to send up on those cards that have been 
distributed for discussion at the proper time in this meeting. 

Thank you very much. [Applause.] 
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